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OTHER  HEALTH  COVERAGE  SYSTEM 
STATE  OF  MINNESOTA 


John  C.  Anderson,  Ph.D. 
Department  of  Management  Sciences 
University  of  Minnesota 


I  Discussion  of  the  Interim  Other  Health  Coverage  System 

Interim  operating  systems  (some  manual,  some  automated)  were  designed 
and  implemented  to  facilitate  Benefit  Recovery. 

The  main  intent  of  the  interim  design  was  to  expediently  develop 
operating  systems  and  controls  which  could  quickly  meet  the  needs  of 
the  Benefit  Recovery  Program  responsibility. 

This  section  will  provide  a  description  of  the  interim  Benefit  Recovery 
system  which  will  follow  the  four  basic  functions  outlined  earlier: 

1.  Identification  of  Other  Health  Coverage 

2.  Identification  of  Liability 

3.  Preparation  of  Insurance  Claim 

4.  Accounting  and  Control  of  Other  Health  Coverage  Collections 

An  overview  of  the  entire  Benefit  Recovery  process  is  shown  in 

Figure  1-1.    A  general  systems  flow  diagram  will  be  presented  for  each 

of  the  functions,  coupled  with  narrative  discussions. 


I    A.    Interim  System  -  Identification  of  Other  Health  Coverage 

Identification  of  Other  Health  Coverage  involves  a  determination  of  the 
status  of  a  recipient's  insurance  coverage.    There  are  two  basic  consid- 
erations:   1)  identifying  insurance  coverage  where  no  prior  identifi- 
cation occurred  (or  revising  insurance  coverage  information  where 
coverage  is  changed  in  some  way) ,  and  2)  identifying  the  situation  where 
Benefit  Recovery  has  insurance  coverage  on  record,  but  actual  coverage 
no  longer  exists. 

Figure  1-2  shows  the  systems  flow  for  identification  of  Other  Health 
Coverage.  The  following  discussion  will  key  on  block  numbers  within 
the  figure  for  clarification. 

The  first  indication  of  Other  Health  Coverage  may  come  1)  from  the 
county  identifying  coverage  (1) ,  and  completing  a  Benefit  Recovery 
Information  Form  (BRIF)  and  assignment  at  eligibility  intake  or  eli- 
gibility redetermination,  and  forwarding  the  information  to  the 
Benefit  Recovery  Unit;  2)  from  provider  or  miscellaneous  communications 
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I    A.  (Continued) 

(2  and  3)  indicating  that  the  recipient  has  insurance  coverage; 
and  3)  from  invoice  processing  third  party  liability  edits  which 
provide  exception  reports  (4)  indicating  that  the  recepient  has 
insurance  coverage. 

The  case  information  file  insurance  indicator  is  checked  when  provider 
and/or  miscellaneous  communication  is  received  (5)  to  verify  status 
for  appropriate  communication  to  the  county. 

Whenever  "possible  insurance  coverage"  has  been  communicated  to  Benefit 
Recovery  Unit,  an  attempt  is  made  to  pull  (6)  the  related  recipient 
folder  from  the  Other  Health  Coverage  recipient  file. 

The  information  received  and  the  information  currently  in  the  folder 
is  reviewed  for  completeness  (7)  and  returned  to  the  Other  Health 
Coverage  recipient  file.    If  the  BRIF  is  complete,  and  the  recipient 
is  not  the  policy  holder  (8-9) ,  the  folder  is  returned  to  the  file 
and  it  is  assumed  that  subrogation  (10)  will  be  employed  to  collect 
benefits. 

With  the  exception  of  the  above,  whenever  the  folder  is  incomplete 
with  respect  to  BRIF  or  assignment,  information  requests  are  sent 
to  the  county  and/or  recipient  (11-16) .    Control  over  these  requests 
is  accomplished  by  employing  a  1-31  day  file  with  30  day  dunning.  The 
folder  itself  is  returned  to  the  other  health  coverage  recipient  file, 
and  a  pending  request  is  noted  on  the  file. 

If  the  response  to  the  information  request  contains  completed 
information  regarding  current  coverage,  the  information  is  included 
in  the  folder  in  the  Other  Health  Coverage  recipient  file  (17-18) , 
and  the  county  is  notified  to  initiate  case  information  indicator  if 
necessary.    If  the  response  to  the  information  request  indicates  no 
coverage,  "no  coverage"  is  noted  in  the  folder  in  the  Other  Health 
Coverage  recipient  file,  and  the  county  is  instructed  to  delete  the 
case  information  indicator  if  present  (17-19) . 

Figure  IV- 3  shows  the  system  flow  for  identification  of  the  need  to 
delete  other  health  coverage  status  for  a  particular  recipient. 

The  indication  of  the  need  to  delete  Other  Health  Coverage  status  for 
a  recipient  may  come  1)  from  an  insurance  carrier  response  (1)  indicating 
no  coverage  exists,  2)     from  invoice  processing  third  party  liability 
edits  (2)  indicating  the  possibility  of  no  insurance  coverage  where 
the  case  information  file  indicates  coverage  exists,  and  3)  from  mis- 
cellaneous communication  (3)  indicating  the  possibility  of  no  insurance 
coverage . 

The  county  is  requested  (106  update  request)  to  verify  coverage  and 
delete  the  case  information  insurance  coverage  indicator  if  no  coverage 
exists  (4) .    One  copy  of  the  request  is  placed  in  a  1-31  day  file 
with  30  day  dunning  (5-6) .    One  copy  of  the  request  is  forwarded  to 
the  county  and  reconciled  with  the  day  file  upon  response  (7-8)  .  A 
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I    A.  (Continued) 

final  copy  is  placed  in  the  other  health  coverage  recipient  file. 

Given  county  response,  "no  insurance  coverage"  or  additional  information 
is  noted  to  update  coverage,  whichever  is  appropriate  (11-12) . 


I    B.    Interim  System  -  Identification  of  Liability 

Identification  of  liability  involves  the  identification  of  specific 
claims  to  be  submitted  to  insurance  carriers.    While  several  miscellaneous 
communications  may  identify  liability,  the  identification  of  liability 
through  the  invoice  processing  system  accounts  for  the  majority  of 
insurance  claims. 

The  over-all  logic  of  this  function, is  to  identify  insurance  benefits 
which  have  not  been  pursued  by  providers.    The  Benefit  Recovery  Unit 
will  then  pursue  the  collection  by  preparation  and/or  processing  of 
insurance  claims  after  the  provider  has  been  paid  by  the  Medicaid 
Program. 

The  following  provider  types  are  included  in  this  process:   (*  indicates 
Major  Medical  only) 


00 

Nursing  Home  Rehabilitative  Services 

38 

Nurse 

01 

Input 

39 

PT 

10 

Mental  Health 

40 

ST 

11 

Rehabilitation  Ctr. 

41 

or 

12 

Crippled  Children 

42 

Psychologist 

13 

Physician,  Pharmacist* 

60 

Home  Health* 

14 

Psychologist  Group 

70 

Pharmacy* 

20 

Physician 

76 

Medical  Supplies* 

21 

Physician,  Group 

80 

Independent  Lab 

36 

Podiatrist 

82 

Medical  Trans. 

37 

Chiropractor 

99 

Other 

Originally,  Outpatient,  Dental,  and  Dental  Group  provider  types  were 
included.    However,  lack  of  resource  did  not  permit  continued  Benefit 
Recovery  activity  for  these  providers.    These  providers  have  the  sole 
responsibility  for  insurance  claim  collection. 

Figure  1-4  shows  the  system  flow  for  identification  of  liability. 

Provider  invoices  from  the  provider  types  noted  above  are  entered 
into  invoice  processing.    Field  validity  edits  on  third  party  liability 
and  injury  code  fields  suspend  claims  to  the  pended  claims  unit  for 
correction  of  invalid  codes.    The  error  correction  forms  may  at  times 
be  forwarded  to  the  Benefit  Recovery  Unit  for  correction  (1-4) . 

The  provider  claims  continue  through  invoice  processing  and  are  added  to 
the  adjudicated  claim  file  for  provider  payment  (5-6) .    Benefit  Recovery 
edits  operate  (7)  on  the  adjudicated  claim  file  to  ascertain  necessary 
Benefit  Recovery  action.    No  matter  what  Benefit  Recovery  action  is 
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I    B.  (Continued) 

required,  the  provider  claims  on  the  adjudicated  claim  file  are 
processed  for  payment. 

The  over-all  logic  can  be  briefly  stated  as  follows: 

When  the  insurance  coverage  indicator  is  present  on  the  case  information 
file,  and  the  provider  has  indicated  no  payment  received  from  other  sources, 
and  provider  type  is  Pharmacy,  Physician  Pharmacy,  Home  Health  and 
Medical  Supplies,  necessary  information  to  prepare  a  Health  Insurance 
Claim  Form  (HICF)  is  printed  to  a  Major  Medical  claim  tape  which  is 
processed  for  collection  on  a  quarterly  basis  (8) . 

For  all  other  providers  identified  earlier  —  when  the  insurance  coverage 
indicator  is  present  on  the  case  information  file  and  the  provider  has 
indicated  no  payment  received  from  other  sources,  a  multiple  copy 
HICF  is  printed  and  forwarded  to  the  Benefit  Recovery  Unit  (9-10) . 
Given  that  information  on  the  provider  invoice  is  complete,  the 
computer-generated  HICF  contains  all  necessary  data  elements  with  the 
exception  of  insurance  policy  information,  file  number,  and  assignment 
or  subrogation  information. 

For  all  providers  noted  earlier  —  when  the  case  information  insurance 
indicator  is  absent  -  or  when  the  case  information  insurance  indicator 
is  present  and  the  provider  shows  an  amount  received  from  other  sources  - 
no  HICF  is  printed. 

For  all  providers  —  when  the  case  information  insurance  coverage  indicator 
is  present  and  third  party  liability  codes  on  the  provider  claim  suggest 
no  insurance  coverage  exists,  an  exception  report  is  printed  and  for- 
warded to  the  county  (11-12)  for  resolution.    In  addition,  an  exception 
report  is  printed  which  identifies  all  adjustments  related  to  claims 
which  have  possible  insurance  coverage. 

For  all  providers  - —  when  injury  codes  in  the  provider  claim  suggest 
possible  tort  action,  an  exception  report  is  printed  (13-14)  and  forwarded 
to  the  tort  area  within  Benefit  Recovery.    In  addition,  exception  reports 
for  possible  tort  action  are  printed  for  claims  having  diagnoses  within 
ranges  determined  to  have  a  high  probability  of  tort  recovery. 


I    C.    Interim  System  -  Preparation  of  Insurance  Claims 

The  preparation  of  insurance  claims  function  involves  such  activities  as 
review  of  the  HICF  for  insurance  payability  and  completeness  of  data, 
and  addition  and/or  collection  of  necessary  information  to  submit 
the  claim  to  an  insurance  carrier. 

Figure  1-5  shows  the  system  flow  for  preparation  of  insurance  claims. 

Current  HICF's  received  from  invoice  processing,  coupled  with  HICF's 
that  have  been  held  for  BRIF  and/or  assignment  information  are  reviewed 
and  sorted  into  three  categories  (1-6) : 
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I    C.  (Continued) 

1.  HICF's  which  are  determined  to  be  non-payable  by  insurance 
companies  are  culled  out  (4) . 

2.  HICF's  which  are  determined  payable,  and  have  all  necessary 
information  from  the  provider  invoice,  continue  in  the  preparation 
process  (5) . 

3.  HICF's  which  are  determined  payable,  but  which  are  missing  necessary 
data,  are  sorted  into  claim  reference  number  order.    Missing  data 

is  then  looked  up  on  the  microfilm  copy  of  the  original  claim 
and  the  HICF  is  completed  (7-9) . 

Recipient  files  are  pulled  from  the  Other  Health  Coverage  recipient 
file  and  checked  for  completed  BRIF  and  assignment  for  each  insurance 
payable  HICF.    If  the  HICF  is  determined  by  Benefit  Recovery  to  be 
non-payable  by  the  insurance  carrier,  the  HICF  is  culled.    If  the  BRIF 
and/or  assignment  are  incomplete,  the  HICF  is  placed  in  the  Other 
Health  Coverage  recipient  file  folder  and  returned  to  the  file  (10-11)  , 
Information  requests  are  then  sent  out  to  the  county  and  recipient, 
as  described  in  Section  I.  B.  1.    If  the  BRIF  and  assignment  (if 
necessary)  are  complete,  a  7  digit  file  number  is  added  to  the  HICF 
for  control  purposes,  as  follows: 

HICF  File  Number  1st  digit  MCA  Initial 

2-4  digits  Julian  Date 

5-7  digits  Sequence  Number 

An  entry  (13)  is  made  on  a  log  sheet  in  the  Other  Health  Coverage 
recipient  file,  entering  the  following  data: 

I.D.  sequence  number 
File  number 

Provider  name  and  I.D.  number 
Dates  of  service 
Total  amount 

Type  of  handling  (Assignment  or  Subrogation) 
Date  sent  to  insurance  company 
Miscellaneous  information 

The  log  entry  is  used  primarily  as  a  permanent  skeletal  record  of  the 
collection  history  for  the  recipient,  as  a  control  against  duplicate 
insurance  billings  and,  most  importantly,  as  cross-reference  to  the 
accounts  receivable  file  when  insurance  carrier  responses  do  not  include 
the  HICF  file  number. 

Policy  holder  name,  policy  number,  file  number  (as  mentioned  above) 
and  the  name  of  the  insurance  carrier  are  added  to  the  HICF.    The  first 
copy,  coupled  with  assignment  or  subrogation  form,  are  forwarded  to 
the  insurance  carrier.     (The  insurance  carrier's  address  is  obtained 
from  the  BRIF.)     (15)  The  second  and  third  copies  of  the  HICF  are 
filed  in  file  number  order  in  the  accounts  receivable  file  (16) . 
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I    D.    Interim  System  -  Accounting  and  Control  of  Other  Health  Coverage 
Collections 

This  function  includes  all  aspects  of  accounting,  financial  control, 
and  reporting  currently  implemented  in  the  Benefit  Recovery  activity. 

Figure  1-6  shows  the  system  flow  for  accounting,  financial  control, 
and  reporting  of  Other  Health  Coverage  collections. 

The  preparation  of  claims  function  forwards  a  completed  claim  trans- 
mittal to  the  insurance  carrier,  and  enters  a  transaction  in  the  accounts 
receivable  file  (i.e.,  the  second  and  third  copy  of  the  HICF) .  If 
no  response  from  the  carrier  is  received  within  45  -  60  days,  the 
second  notice  is  sent.    If  no  response  is  received  within  90  -  120 
days,  the  carrier  is  personally  contacted  (2) . 

If  the  carrier  responds  with  "no  recovery" ,  the  accounts  receivable 
record  is  cleared  (i.e.,  second  and  third  HICF  copies  pulled) ,  "no 
collection"  is  entered  in  the  log,  and  the  third  copy  is  filed  in  the 
Other  Health  Coverage  recipient  file  (4-5) . 

If  the  carrier  responds  with  a  recovery,  the  check  and  related 
documentation  are  reviewed  by  the  Benefit  Recovery  account  clerk  to 
validate  that  the  collection  is  in  fact  attributable  to  Benefit 
Recovery  (6) .    Information  regarding  each  remittance  is  entered  on 
a  deposit  slip  for  purposes  of  deposit,  cash  and  adjustment  controls 
(7) .    Each  deposit  slip  is  given  a  4-digit  identifying  code  of  the 
form  ANNN.    The  deposit  slip  contains  the  remitter's  name,  recipient's 
I.D.  number,  amount  of  the  check,  and  check  identification  number. 
Remittance  information  is  entered  on  a  line-by-line  basis  (up  to  25) 
in  order  of  receipt  of  the  remittance, 

A  copy  of  the  deposit  slip  and  the  checks  are  forwarded  to  the  State 
Treasurer's  office  for  deposit  (8) .    Department  of  Public  Welfare 
accounting  determines  the  county,  state  and  federal  total  cash  adjustment 
and  submits  the  determination  and  a  copy  of  the  deposit  slip  to 
state-wide  accounting  (9) .    Initially,  it  was  planned  to  key  the 
deposit  slip  and  mechanically  balance  between  the  State  Treasurer 
and  state-wide  accounting  (10-12) ;  to  date,  a  manual  balancing  process 
exists . 

The  Benefit  Recovery  accounting  clerk  manually  reviews  and  cross- 
checks deposit  slips  (i.e.,  State  Treasurer,  state-wide  accounting, 
and  Benefit  Recovery  Unit  copies)  and  places  the  verified  deposit  slip  in 
a  manual  deposit  clip  file  for  balancing  adjustments  (13) . 

The  checks  and  documentation  are  then  sorted  into  three  categories: 
1)  benefit  recoveries  which  identify  the  HICF  file  number,  2)  benefit 
recoveries  which  identify  the  recipient  I.D.  number,  and  3)  benefit 
recoveries  which  are  unidentified  (14-17) . 

Since  the  manual  accounts  receivable  file  contains  transactions  which 
are  in  HICF  file  number  order,  those  recoveries  having  the  file  number 
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I    D.  (Continued) 

are  ready  for  clearing  of  the  accounts  receivable  record  (15) . 
Recoveries  having  just  the  recipient  I.D.  number,  require  HICF  file  number 
look-up  from  the  claim  transmittal  log  in  the  Other  Health  Coverage 
recipient  file  (16-18) .    Unidentified  recoveries  require  insurance 
carrier  contact  to  identify  the  HICF  file  number  (17-19) . 

When  the  recovery  has  an  identified  HICF  file  number,  the  accounts 
receivable  transaction  is  cleared  by  removing  the  final  copy(ies) 
of  the  HICF  from  the  manual  accounts  receivable  file  (20)  .    A  notation 
is  made  on  the  deposit  slip  that  the  transaction  has  been  cleared  from 
accounts  receivable  (21-22)  ,  an  adjustment  to  medical  claims  history 
is  prepared  (23) ,  and  "recovery"  is  noted  on  the  log  in  the  Other 
Health  Coverage  recipient  file  (24) . 

The  third  copy  of  the  HICF  (see  Attachment       )  is  then  filed  in  Other 
Health  Coverage  recipient  file  with  the  following  information  entered 
on  it  (24) . 

Reason  for  Claim  Disallowance  (if  any) 
Date 

Remitter 

Deposit  Code 

Amount  Received 

Amount  Due  Provider  (if  any) 

Amount  Due  Recipient  (if  any) 

Adjustments  to  medical  claims  history  are  accomplished  by  entries  on  the 
multiple  adjustment  form.    The  form  allows  for  up  to  ten  adjustments 
per  page,  requiring  the  following  data: 

Date  of  Adjustment 
Deposit  Slip  Code  (ANNN) 
Amount 

MA  I.D.  Number 

Reason  Code  (see  Attachment  A-8) 

Status  Code  (see  Attachment  A-9) 

Original  Claim  Control  Number 

Submittor  Code  (i.e.,  initials,  plus  part  CCM) 

Remitter  Name 

The  multiple  adjustment  is  keyed  to  tape  and  processed  in  invoice 
processing.    Suspended  adjustments  produce  ECF's,  which  are  corrected 
and  resubmitted  (25-26) . 

A  Deposit  Report  is  generated  which  shows  the  adjustment  activity 
for  each  deposit  slip  (i.e.,  deposit  code).    The  related  deposit 
slip  for  the  recoveries  involved  are  pulled  from  the  manual  deposit 
slip  file,  and  a  notation  is  made  on  each  deposit  line  for  which  there 
is  an  adjudicated  adjustment.    When  all  deposit  lines  on  the  deposit 
slip  have  notations,  and  when  total  adjustments  equal  the  total  on  the 
deposit  slip,  the  deposit  slip  is  considered  balanced  and  is  destroyed. 
The  deposit  slip  is  refiled  in  the  manual  deposit  slip  file  until 
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I    D.  (Continued) 

balancing  is  accomplished  (27-30) . 

If  the  recovery  is  greater  than  the  Medical  Assistance  allowed  payment 
amount,  the  provider  is  credited  the  overage  amount,  less  one  dollar 
handling  charge  (31-33) . 

Benefit  Recovery  transactions  (as  with  all  other  invoice  processing 
transactions)  follow  the  normal  processing  stream.    The  transactions 
are  reflected  in  the  medical  claims  history  file,  flow  into  the  automated 
process  of  federal  and  county  funding  reconciliation,  and  appear  on 
the  recipient  EQMB  (34-36) . 

Three  MARS  reports  are  produced  (37)  which  are  employed  by  the  Benefit 
Recovery  Unit. 

The  "Third  Party  Payment  Analysis  Report"  identifies  the  monthly  benefit 
recoveries  accomplished  by  the  provider  prior  to  billing  the  Title  XIX 
Program. 

The  "Adjustment  Report"  identifies  the  monthly  adjudicated  adjustments 
for  all  types  of  adjustments  to  the  medical  payments  system. 
Specifically,  it  identifies  the  benefit  recovery-related  adjustments 
initiated  by  the  providers  as  well  as  the  Benefit  Recovery  Unit. 
Consequently,  this  report  shows  the  recoveries  realized  by  the  providers 
and  those  realized  directly  through  Benefit  Recovery  Unit  collection, 
after  the  medical  payments  system  has  paid  the  claim. 

The  "Third  Party  Participation  Report"  provides  a  summary  analysis 
of  all  types  of  recoveries  to  the  Title  XIX  Program. 


8 


II 


A  Design  for  a  Mechanized  Other  Health  Coverage  File 


Mechanization  of  the  Other  Health  Coverage  file  and  its  interface  with 
all  four  of  the  Benefit  Recovery  functions  appears  to  be  beneficial. 
Systems  flow  diagrams  with  narrative  description  are  presented  in  the 
following  three  areas: 

1.  Load  and  update  of  an  Other  Health  Coverage  master  file. 

2.  Building  a  validated  Other  Health  Coverage  file. 

3.  Preparation  of  claims  with  the  validated  Other  Health  Coverage  file. 


II    A.    Load  and  Update  of  an  Other  Health  Coverage  Master  File 
(Systems  Flow  Figure  II-l) 

The  Other  Health  Coverage  master  file  would  be  initially  loaded  with  the 
information  in  the  current  manual  Other  Health  Coverage  recipient  file 
(1)  .    On  an  ongoing  basis,  input  to  the  file  would  come  from  the  county 
input  via  BRIF  (2)  ,  recipient  response  (3)  ,  third  party  liability  excep- 
tion reports  (4) ,  and  other  miscellaneous  communication  (5) . 

A  major  guideline  for  entering  input  on  the  Other  Health  Coverage  master 
file  would  be  that  records  must  contain  valid  data;  however,  skeletal 
and/or  partial  records  would  be  allowed  on  the  file  to  permit  pending 
claims  (HICF's)  until  such  time  that  a  complete  record  exists. 

All  input  would  be  batched  and  keyed  to  tape  forming  the  Other  Health 
Coverage  transaction  input  file  (6-8) .    The  transactions  would  be  sorted 
by  recipient  I.D.  #  and  edited  for  validity  (9-10) .    Transactions  failing 
validity  edits  would  be  listed  on  an  error  exception  report,  corrected, 
and  re-entered  (11-12) . 

Valid  transactions  would  be  sorted  into  new  and  update  record  transaction 
(13) .    New  records  (14-17)  would  be  added  to  the  Other  Health  Coverage 
master  with  one  of  the  following  status  codes: 

Status  Code  "1"    SKELETAL  PECORD 

Containing  just  recipient  identification  information  (fixed  portion) 
Status  Code  "2"    PARTIAL  RECORD 

Containing  recipient  identification  information  and  some  but  not 

all  of  the  carrier  information  identified  (fixed  plus  variable 

portion) 
Status  Code  "3"    FULL  RECORD 

(Fixed  plus  variable  portion) 

The  update  transaction  would  update  the  Other  Health  Coverage  master 
record  and  revise  the  status  code  accordingly  (18) , 
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II    A.  (Continued) 

Other  Health  Coverage  transactions  would  be  processed  on  a  weekly 
basis,  creating  a  new  Other  Health  Coverage  master  file  each  week. 


II    B.    Building  a  Validated  Other  Health  Coverage  File 
(Systems  Flow  Figure  I 1-2) 

Once  the  new  Other  Health  Coverage  master  file  is  created,  it  would 
be  cross-validated  with  the  case  information  file.    Recipient  address, 
caseworker  identifier ,  etc . ,  fields  would  be  matched  between  the  case 
information  and  Other  Health  Coverage  master,  and  the  Other  Health 
Coverage  master  is  updated  if  necessary  (1) . 

Edits  would  check  the  validity  of  case  information  insurance  indicators 

with  the  Other  Health  Coverage  master  with  any  discrepancies  listed 

on  an  exception  report  (2-3) .    In  the  event  that  a  case  information 

indicator  exists  and  no  Other  Health  Coverage  master  record  exists, 

a  skeletal  record  would  be  placed  on  the  Other  Health  Coverage  master  (4)  . 

The  result  of  the  case  information  cross-reference  activity  is  the 
"validated  Other  Health  Coverage  master"  which  would  be  used  in  the 
carrier  billing  (HICF)  process. 

The  system  could  provide  for  generation  and  dunning  of  recipient  and 
county  information  requests  for  skeletal  and  partial  records  on  the 
validated  Other  Health  Coverage  master  file  (5-8) . 

Microfiche  copy  of  the  validated  Other  Health  Coverage  master  could 

be  produced  for  the  Benefit  Recovery  Unit,    Recipient  labels  could  also 

be  produced  (9-11) . 


II    c.    Preparation  of  Claims  Using  the  Validated  Other  Health  Coverage  Master 
(Systems  Flow  Figure  II-3) 

The  adjudicated  claims  file  would  be  sorted  in  recipient  I,D,  #  order 
and  merged  with  the  Other  Health  Coverage  pended  claims  billing  file 
(1) .    All  claims  on  the  merged  file  would  be  edited  against  the  status 
code  on  the  validated  Other  Health  Coverage  master.    If  a  status  code 
indicates  a  skeletal  (or  partial)  record,  the  claim  would  be  placed 
in  the  Other  Health  Coverage  pended  claim  file.    If  a  status  code  indicates 
a  full  record,  the  claim  would  continue  in  the  billing  process.  If 
no  record  exists  on  the  validated  Other  Health  Coverage  master f  the 
claim  would  be  deleted  (2-3) . 

Claims  confining  in  the  billing  process  would  be  edited  against  "type 
of  coverage"  on  the  validated  Other  Health  Coverage  master.    If  the 
claim  provider  type  does  not  match  "type  of  coverage",  the  claim  would 
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II    C.  (Continued) 

be  deleted  (4-5) . 

Claims  continuing  would  be  edited  against  a  billing  suspension  indicator 
on  the  validated  Other  Health  Coverage  master,  allowing  the  Benefit 
Recovery  Unit  to  temporarily  halt  billing  for  a  particular  recipient 
if  necessary  (6) . 

HICF  billing  records  would  be  generated  from  the  claim  transaction 
continuing  in  the  process,  coupled  with  policy  and  assignment  information 
from  the  validated  Other  Health  Coverage  master,  and  carrier  name  and 
address  from  the  insurance  carrier  file.    Hard  copy  HICF's  would  be 
printed,  and  an  accounts  receivable  transaction  file  could  be  generated  (7)  . 

As  with  the  manual  interim  system,  HICF's  generated  without  complete 
information  would  require  original  provider  claim  microfilm  look-up 
before  forwarding  to  the  insurance  carrier  (8-10) . 
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NATIONAL  BLUE  CROSS  -  BLUE  SHIELD 
VIEWPOINT  ON  MEDICAID  THIRD  PARTY  LIABILITY  RECOVERY 


Hugh  Gibbons,  Manager 
Legal  Department,  Maryland  Blue  Cross  Association 


NATIONAL  MEDICAID  ADMINISTRATORS 
SEMINARS 


THIRD  PARTY  LIABILITY 


THIRD  PARTY  LIABILITY  PROGRAMS  are  worthwhile!    Costs  savings  amounting  to 
hundreds  of  millions  of  dollars  per  year  have  been  reported! 

SPECIFICALLY  -  The  Blue  Cross  and  Blue  Shield  Federal  Employees  Program  saved 
$120  m.  in  1975  on  Coordination  of  Benefits  alone.    This  amounted  to  10.4% 
of  all  claims  paid.    The  total  dollar  amount  of  all  F.E.P.  -  Blue  Cross  and 
Blue  Shield  claims  paid  for  1975  was  $1  billion,  154  million  dollars. 

In  1976,  the  projected  C.O.B.  savings  for  the  Federal  Employees  Program 
could  exceed  $150  m. 

On  the  state  level,  for  example,  the  Maryland  Plan  has  saved  our  members  more 
than  $23  m.  through  the  implementation  of  Subrogation,  W.C.C.  and  C.O.B. 
Programs. 

I  believe  that  cost  containment  in  the  delivery  of  health  care  benefits  is 
of  vital  importance  to  all  of  us  -  Blue  Cross,  Blue  Shield,  Commerical 
health  insurers  and  the  state  Medicaid  programs.    Receiving  increased  atten- 
tion because  of  our  concern  for  increasing  health  care  costs  are  the  programs 
of  Subrogation,  Coordination  of  Benefits  and  Worker's  Compensation. 

These  programs  guarantee  that  Blue  Cross  -  Blue  Shield  Plans  and  Medicaid 
meet  their  responsibilities  without  assuming  the  monetary  obligation  of  others 
and  without  allowing  people  to  profit  from  illness. 

The  efficient  administration  of  these  programs  serves  a  dual  purpose: 

I.    It  insures  the  proper  allocation  of  health  care  expenditures,  and 

II.    It  saves  money  for  groups  and  their  members  in  the  case  of  Blue  Cross 
and  Blue  Shield,  and  in  the  case  of  state  Medicaid  Programs  -  The 
savings  would  flow  to  the  states  and  U.  S.  Government. 
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T^e  first  of  these  Third  Party  Liability  Resource  Programs  is: 

SUBROGATION 

SUBROGATION  can  be  defined  as  the  doctrine  of  law  which  enables  insurers 
to  recover  payments  from  a  third  party  who  was  responsible  for  the  injury. 

For  example  -  A  Medicaid  beneficiary  is  crossing  the  street  and  is  struck 
by  an  automobile  driven  by  John  Jones  whose  car  is  insured  by  State  Farm. 
The  Medicaid  beneficiary  is  taken  to  the  hospital  and  Medicaid  pays  his 
hospital  and  medical  expenses  of  $5,000.00.    The  state  Medicaid  recovery 
section  would  have  the  right  to  recover  its  $5,000.00  payment  from  State 
Farm  by  asserting  its  subrogation  rights. 

Presently,  36  states  permit  the  right  of  subrogation. 

How  does  a  Subrogation  Program  operate? : 

Let's  first  review  the  methods  used  to  detect  these  claims: 

I.    You  can  detect  accidental  injury  cases  by  checking  the  diagnosis  on  the 
hospital  or  medical  bill  to  see  if  the  hospitalization  could  have 
been  caused  by  traumatic  injury.     (37  I. CD. A.  codes-List  in  book) 

II.    You  should  include  a  question  on  the  hospital  or  medical  claim  form 
concerning  the  possibility  of  an  accidental  injury I 

"For  example  -  If  you  were  injured,  did  someone  else  cause  the  injury?" 

III.    A  questionnaire  can  be  issued  on  suspected  cases  to  determine  the  name 
of  the  person  causing  the  accident  and  their  insurance  company. 

DEVELOPMENT  OF  CASE 

I.    After  the  Third  Party  Liability  case  has  been  detected,  then  the  third 
party's  insurance  company  is  placed  on  notice  for  the  amount  of  the 
subrogation  lien. 

II.    Another  method  used  to  handle  these  cases  is  to  work  with  the  member's 
attorney  and  to  recover  the  payments  when  the  case  is  finally  settled. 

I  highly  recommend  this  method  of  handling  third  party  liability  cases 
because  the  lien  is  fully  protected  and  a  great  deal  of  case  investigation 
is  eliminated. 

III.    A  third  method  involves  those  liability  cases  where  the  patient  does 
not  retain  counsel. 

In  these  cases,  the  third  party's  insurance  company  should  be  contacted. 

A  lien  is  filed  with  the  insurance  company,  and  efforts  can  be  made 
at  the  time  of  settlement  to  see  that  they  reimburse  Blue  Cross. 
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NO-FAULT 


If  your  state  has  a  No-Fault  Law,  then  the  personal  injury  protection  benefits 
should  be  reviewed  to  determine  your  possible  secondary  liability. 

Most  states  having  No-Fault  statutes  mandate,  for  example,  that  up  to 
$2,500.00  in  medical  benefits  be  payable  in  an  automobile  accidental 
injury. 

OOQRDINATIQN  OF  BENEFITS 

The  second  Third  Party  Liability  Resource  Program  will  provide  you  with 
the  largest  recoveries I ! 

That  program  is:    OOORDINATION  OF  BENEFITS 

Most  group  contracts  now  contain  a  C.O.B.  clause.    The  purpose  of  C.O.B. 

is  to  eliminate  duplicate  health  coverage  payments  made  by  more  than  one  carrier. 

When  care  is  rendered,  the  various  carriers  involved  coordinate  benefits  among 

thenselves  to  make  sure  the  group  member  receives  all  the  benefits  to  which 

he  is  entitled,  but  not  more  than  the  total  cost  of  the  care  he  received. 

Without  C.O.B. ,  a  member  could  receive  duplicate  coverage  and,  thereby, 

make  a  profit  from  an  illness.    This  would  tend  to  increase  the  cost  of  health 

care  protection  for  every  member  of  the  group. 

Now  in  a  strict  sense,  the  Medicaid  Plans  will  not  be  coordinating  their  payments 
with  the  Blue  Cross  and  Blue  Shield  Plans  and  the  commercials  but  paying  only 
"Supplementary  Benefits". 

A  Medicaid  Plan  could  pay  as  secondary  carrier  when  it  determines  that  a 
Blue  Cross-Blue  Shield  Plan  or  a  commercial  carrier  is  responsible  for  the 
payment.    Many  Blue  Cross  and  Blue  Shield  Plans  have  implemented  the  "pend 
method"  for  duplicate  coverage  claims.    This  method  appears  to  be  very  effective 
because  the  Plans  can  determine  their  secondary  liability  on  duplicate  coverage 
claims  and  then  pay  as  the  secondary  carrier. 

The  following  benefits  should  result  from  a  Medicaid  Plan  or  a  Blue  Cross 
or  Blue  Shield  Plan  utilizing  the  "Pend"  method  for  duplicate  coverage 
claims: 

I.    More  effective  control  of  claims  payments  and  greater  savings 

II.    Elimination  of  tedious  and  costly  legal  actions  to  recover  overpayments 

III.    Improved  subscriber  and  beneficiary  cooperation 

The  other  method  plans  use  is  the  "pay  and  chase"  system. 

Plans  using  this  method  pay  all  hospital  and  medical  claims  and  then  after 
duplicate  coverage  is  detected,  recovery  efforts  are  instituted  to  collect 
the  overpayment. 
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There  are  few  benefits  resulting  from  this  system  because  it  is  very- 
difficult  to  recover  the  overpayment  once  the  subscriber  or  beneficiary 
receives  the  payment. 


HOW  DO  YOU  DETERMINE  THE  EXISTENCE  OF  DUPLICATE  INSURANCE? 
I.    Subscriber  Questionnaires 
II.    Hospital  Notification 
III.    Computerized  Duplicate  Information  File 


I.    Subscriber  Questionnaires 

When  a  claim  is  approved  for  payment,  the  computer  generates  a  subscriber 
questionnaire  if  the  the  claim  meets  the  following  criteria: 

1)  Claim  is  over  $50.00 

2)  Patient  is  over  16  years  of  age 

3)  Patient  is  under  65  years  of  age 

4)  There  are  no  other  C.O.B.  flags  in  the  file. 

The  Questionnaire  is  automatically  mailed  to  the  subscriber.    If  a  reply 
is  not  received  within  30  days,  a  follow-up  Questionnaire  is  mailed 
to  the  subscriber.    When  the  Questionnaire  is  returned,  a  determination 
is  made  as  to  whether  it  is  a  potential  case. 

II.    Hospital  Notification 

The  cooperation  of  hospitals  is  absolutely  critical  in  the  detection  of 
duplicate  insurance  cases. 

When  a  patient  is  admitted  to  a  hospital,  the  Admitting  Clerk  must 
inquire  as  to  the  existence  of  duplicate  insurance.    If  the  patient 
answers  affirmatively,  an  assignment  of  the  commercial  benefits  is  obtained. 

The  hospital  then  completes  a  "Notification  of  Duplicate  Coverage"  form 
and  submits  it  to  Blue  Cross.    Blue  Cross  then  reviews  these  forms  and 
determines  which  are  subject  to  C.O.B.    Presently  Blue  Cross  of  Maryland, 
for  example,  receives  over  5,000  of  these  notification  forms  annually, 
and  over  $2.2  m.  in  duplicate  coverage  savings  is  generated  just  by 
this  one  notification  system. 

To  adapt  this  type  of  hospital  notification  system  on  duplicate  insurance 
to  the  Medicaid  Programs  would  only  require  that  hospitals  inquire  of 
all  Medicaid  patients  as  to  the  presence  of  duplicate  insurance  or  whether 
they  are  covered  under  someone  else's  policy. 


26 


III.    The  third  method  utilized  for  detecting  duplicate  insurance  is; 

COMPUTERIZED  DUPLICATE  INSURANCE  INFORMATION  FILE 

In  detecting  duplicate  insurance  cases,  it  is  critical  to  note  those 
claims  previously  coordinated: 

The  ability  to  place  codes  into  the  member's  file  is  vitally  important 
in  the  detection  of  all  future  claims. 

For  example,  when  a  member  has  duplicate  coverage,  we  place  a 
computerized  code  in  his  file  and  all  subsequent  hospital  and  medical  care 
payments  will  be  automatically  referred  to  us. 

Some  plans  have  even  developed  the  capability  to  determine  their 
secondary  liability  in  duplicate  coverage  cases  by  use  of  their  computer 
files  which  contain  the  benefit  profiles  of  all  the  commercial  carriers 
in  their  plan  area. 

In  my  opinion,  the  utilization  of  computerized  files  for  duplicate 
coverage  information  holds  the  greatest  potential  for  the  detection  of 
other  coverage. 

WORKER'S  COMPENSATION 

Another  Third  Party  Liability  Resource  Program  is  Worker's  Compensation. 

Generally,  Worker's  Compensation  is  primary  for  all  compensable  hospital 
and  medical  payments.    Blue  Cross,  Blue  Shield,  commercial  health  insurance 
companies  and  Medicaid  are  all  secondary  to  Worker's  Compensation.  Most 
insurance  contracts  contain  an  exclusion  for  worker's  compensation  and  if 
a  case  is  determined  to  be  compensable,  then  benefits  will  be  paid  by  the 
employer/insurer  or  compensation  insurance  carrier. 

Briefly,  the  following  detection  methods  can  be  utilized  for  worker's 
compensation  cases. 

1)  Member  Questionnaire 

2)  Hospital  notification  of  worker's  compensation  cases 

3)  State  Industrial  Accident  Commission  Notification  -  One  Plan  now 
receives  a  computerized  list  of  all  industrial  accidents  occurring  each 
month.    This  computer  tape  is  run  against  the  Plan's  membership  tape  and 
a  list  of  all  matching  names  is  compiled. 

This  system  eliminates  any  possibility  of  duplicate  payments  being  made 
on  worker's  compensation  cases. 

I  would  suggest  that  each  state  Medicaid  Program  could  receive  a  copy  of  all 
accident  cases  from  their  state  industrial  accident  commission  and  run  this 
list  against  their  list  of  beneficiaries  to  determine  if  there  have  been  any 
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duplicate  Medicaid  payments  made  for  care  that  was  judged  to  be  compensable. 


SUMMARY 


A  90-page  booklet  has  been  prepared  for  you. 
I  hope  that  it  will  prove  helpful. 

The  booklet  contains  a  description  of  the  procedures  used  for  Subrogation, 
Worker's  Compensation  and  Coordination  of  Benefits  and  copies  of  the 
Maryland  Plan's  letters  and  forms. 

The  last  item  in  the  booklet  is  a  list  of  Blue  Cross  and  Blue  Shield  Plan 
personnel  around  the  United  States  who  could  be  contacted  regarding  Third 
Party  Liability  Programs. 


I  want  to  thank  you  for  inviting  me  to  attend  and  speak  at  your  Conference. 


Questions . 
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KEY  POINTS  FROM  A  PRESENTATION  ON  THE  COOPERATION 
BETWEEN  TITLE  XIX  AND  TITLE  IV-D 


THIRD  PARTY  LIABILITY  WORKSHOP 
CHICAGO,  ILLINOIS  July  29,  1976 

PRESENTED  BY  LUIS  HAYS 
DEPUTY  DIRECTOR,  OFFICE  OF  CHILD  SUPPORT  ENFORCEMENT 

Cooperation  between  title  XIX  and  title  IV-D 

1.  Assignment  of  support  rights  under  section  402 (a) (26)  of  the  Act 
could  include  rights  to  medical  support  or  insurance  proceeds.  The 
definition  of  "support"  is  dependent  upon  State  law. 

2.  Information  obtained  by  the  IV-D  agency,  such  as  the  location  of  the 
absent  parent  and  his  income  and  resources,  is  available  to  the 
title  XIX  agency.     Such  disclosure  of  information  is  authorized  by 
45  CFR  302.18. 

3.  The  IV-D  agency  could  attempt  to  require  the  absent  parent  to  include 
his  children  in  the  group  health  insurance  available  through  his 
employer. 

4.  The  IV-D  program  will  result  in  ineligibility  for  many  AFDC  families. 
If  the  State  does  not  have  a  medically  needy  only  program,  the  family 
would  also  become  ineligible  for  medicaid.     Even  if  the  State  has  a 
medically  needy  only  program,  the  level  of  the  child  support  collection 
could  affect  the  family's  eligibility  for  the  program. 
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NATIONAL  COMMERCIAL  INSURANCE  INDUSTRY 
VIEWPOINT  ON  MEDICAID  THIRD  PARTY  LIABILITY  RECOVERY 


Tony  Riker,  Assistant  Counsel 
Health  Insurance  Association  of  America 


THIRD  PARTY  LIABILITY  WORKSHOP 


The  Health  Insurance  Association  of  America  has  always  taken  an  interest  in 
the  medical  assistance  programs  of  the  various  states,  albeit  at  more  in  the 
role  of  a  spectator  than  a  participant.    State  and  federal  legislation  has 
been  and  continues  to  be  closely  monitored,  but  we  have  not  become  directly 
involved  in  the  legislative  process  although  we  have  been  involved  in  the 
implementation  of  subrogation  laws  in  California  and  Minnesota. 

Our  status  as  an  observer  has  been  based  upon  the  facts  and/or  assumptions 
that  a  very  minute  portion  of  our  total  business  involves  persons  receiving 
medical  assistance,  states  have  not  aggressively  sought  recovery  from  other 
sources  benefits  to  which  a  recipient  may  be  entitled  to  receive,  and  that 
whatever  problems  do  exist  in  the  various  state  programs  really  do  not  directly 
concern  us,  but  rather  must  be  solved  by  the  states  themselves. 

However,  the  industry's  "laissez-faire "attitude  is  quickly  coming  to  an  end. 
This  change  is  necessitated  by  the  fact  that  HEW  is  pressing  states  to 
implement  methods  of  recovery  from  third  parties,  ergo  the  enactment  of  subro- 
gation statues,  and  the  failure  of  the  California  Medi-Cal  reclaiming  process 
which  resulted  in  a  backlog  of  120,000  claims  and  the  subsequent  filing  by 
the  Attorney  General  of  600  individual  lawsuits  which  involved  many  of  our 
member  companies. 

We  recognize  the  legitimate  interest  states  may  have  in  seeking  recovery  of 
benefits  from  third  party  sources  and,  at  the  same  time,  we  hope  that  the 
states  recognize  that  the  insurance  companies'  primary  obligation  is  to  their 
policyholder's  and  insureds.    With  this  mutual  understanding,  it  is  hoped  that 
uniform  recovery  techniques  can  be  devised  that  are  acceptable  both  to  the 
states  and  the  insurance  industry.    What  follows,  is  a  discussion  of  some  of 
the  primary  factors  that  must  be  considered  in  the  development  of  any  recovery 
plan. 

1)    The  state  should  not  be  placed  in  any  better  position  to  claim  benefits 
under  a  health  insurance  policy  than  the  insured  person. 

An  assignment  of  benefits  or  the  exercise  of  the  right  of  subrogation  by  a 
state,  merely  transfers  whatever  rights  an  insured  person  may  have  to  the 
state.    Thus,  any  contractual  obligations  imposed  upon  the  insured,  likewise, 
are  applicable  to  a  state. 

Two  of  the  more  important  contractual  obligations  include  meeting  the  "notice 
of  claim"  and  "proof  of  loss"  requirements.    Failure  to  do  so  may  result  in 
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an  otherwise  valid  claim  being  denied. 

In  practical  terms,  this  means  that  an  insurer  should  receive  notification 
of  a  claim  within  90  days  after  an  occurrence  of  a  loss  and  receive  written 
proof  of  loss  within  the  subsequent  12  month  period. 

There  has  not  been  a  notice  problem  in  Minnesota  where  the  provider  may 
directly  bill  the  insurer  in  the  usual  manner  and  merely  bill  the  state 
for  any  difference,  nor  as  of  yet,  where  the  provider  directly  bills  the 
state  and  the  state  in  turn  notifies  the  insurer. 

However,  it  is  exactly  the  latter  recovery  arrangement  in  California  that 
resulted  in  the  development  of  a  backlog  of  120,000  claims  over  a  3  year 
period.    Older  any  recovery  program,  adequate  personnel  to  do  the  job  is  a 
must. 

As  to  proof  of  loss,  in  both  California  and  Minnesota  insurers  are  having  to 
process  claims  without  all  the  information  that  is  normally  required.  Insurers 
are  not  provided  with  copies  of  providers'  bills,  claimant's  release  of  medical 
information  authorization,  and  other  data  necessary  for  proper  claims 
administration . 

This  means  insurers  incur  additional  administrative  expenses  through  having 
to  audit  the  state's  records  for  accuracy,  plus  engaging  in  additional  corre- 
spondence with  providers  and  claimants  in  order  to  secure  needed  information. 

2)  Any  recovery  form  utilized  by  a  state  should  clearly  identify:    the  name 
of  the  patient;  the  name  of  the  insured;  the  relationship  of  the  patient  to 
the  insured;  the  employer  of  the  insured;  the  name  of  the  group  policyholder; 
and  the  policy  number. 

Having  the  above  information  permits  an  insurer  to  promptly  process  claims 
and  avoid  raise  in  claim  payments  due  to  the  inability  of  the  insurer  to 
properly  identify  the  insured.    The  forms  utilized  in  California  and 
Minnesota  contain  this  information. 

3)  The  state  should  apprise  insurers  of  assignments  of  benefits  by  medical 
assistance  recipients. 

While  it  is  probably  not  mandatory  that  an  insurer  be  furnished  with  an 
actual  copy  of  an  assignment  in  all  cases,  an  insurer  should  be  assured  that 
assignments  are  in  fact  taken  in  order  to  avoid  the  possibility  of  double 
liability.    The  State  of  Minnesota  does  furnish  insurers  with  copies  of  all 
assignments  and  the  assignment  also  contains  a  hold  harmless  agreement. 

4)  If  a  state  bills  an  insurer  directly,  there  should  be  a  minimum  billable 
amount. 

The  administrative  cost  incurred  by  the  state  and  an  insurer  in  the  processing 
of  a  claim  should  not  be  more  than  the  amount  to  be  recovered.    Thus,  a  state 
should  establish  a  screening  process  to  weed  out  small  claims.    It  is  our 
understanding  that  California  has  adopted  a  $15  minimum  although  our  member 
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companies  indicate  that  they  feel  this  amount  is  too  small.    A  more 
reasonable  figure  is  probably  $50. 

5)    In  the  group  insurance  situation  the  state  should  establish  the 
eligibility  of  a  claimant  prior  to  sending  the  claim  to  the  insurer. 

Under  group  cases  it  is  normally  the  responsibility  of  the  policyholder  to 
determine  the  eligibility  of  a  claimant  before  sending  the  claim  to  the 
insurer.    If  a  state  sends  all  claims  directly  to  the  insurer  without  first 
checking  with  the  policyholder  as  to  whether  the  claimant  is  actually  covered 
under  the  group  plan,  the  insurer  has  no  choice  but  to  either  return  the  claim 
on  the  grounds  eligibility  has  not  been  established  or  confirm  eligibility 
by  directly  contacting  the  policyholder.    The  latter  alternative  would  involve 
additional  time  and  expense  on  behalf  of  the  insurer  for  which  it  does  not 
receive  adequate  compensation.    The  items  mentioned  touch  on  the  more  important 
concerns  to  the  health  insurance  industry.    There  are  many  other  factors  that 
should  also  be  considered  such  as  the  existence  of  other  health  insurance, 
and  whether  or  not  workmen's    compensation  is  involved. 

In  summary,  the  industry  would  like  to  see:     (1)  a  recovery  process  that  is 
uniform  on  a  national  basis;   (2)  a  program  that  adequately  identifies  the 
insured  person;   (3)  a  program  that  meets  the  proof  of  loss  requirements  of 
insurers;   (4)  a  program  that  permits  insurers  to  operate  within  their  normal 
time  frames;  (5)  a  program  designed  to  prevent  the  possibility  that  an  insurer 
may  become  doubly  liable;  and  (6)  a  program  that  nuinimizes  the  interference 
with  insurers  existing  claim  processing  techniques. 

Since  "co-operation"  is  a  key  word  in  any  successful  program,  it  would  be 
advantageous  to  the  states  and  to  the  insurance  industry  if  representatives 
of  the  Medical  Services  Administration  met  with  representatives  of  the 
insurance  industry  to  develop  a  model  recovery  process.    In  this  regard, 
the  HIAA  offers  its  assistance  and  cooperation. 

I  feel  that  I  have  talked  long  enough  and  that  it  is  time  to  open  the 
subject  matter  to  general  discussion  from  the  floor. 


RECOVERY  SYSTEM  FOR  AUTO  ACCIDENT 
INSURANCE  AND  TORT  ACTION  IN  MICHIGAN 


Mike  Skutar,  Manager 
Third  Party  Liability  Section 


Let  me  begin  the  next  sixty  minutes  of  this  program  by  relating  to 
you  a  parable:    Three  men  stood  against  the  railing  of  a  steamship  in 
mid-ocean  looking  toward  the  horizon.    One  of  them  said  he  could  see 
a  ship  in  the  distance.    The  second  man  said  that  he  could  see  two  ships. 
And  the  third  man  said  he  could  not  see  any  ships  at  all. 

The  first  man  said  the  other  two  were  dreaming.    The  second  said  the  others 
were  as  blind  as  bats.    And  the  third  man  said  that  the  first  two  were 
liars .    With  this  exchange  of  insults ,  they  resorted  to  physical  blows . 

Not  one  of  them  stopped  to  realize  that  some  people  are  nearsighted;  some 
are  far sighted;  and  some  people  have  no  sight  at  all. 

Several  years  ago,  when  we  first  started  our  Medicaid  program  in  Michigan, 

we  were  a  lot  like  one  of  these  gentlemen  —  we  were  as  blind  as  bats  I 

We  failed  to  see  a  ship  on  the  horizon.    That  is  to  say,  we  did  not  perceive 

the  full  potential  of  the  resources  available  in  the  area  of  CASUALTY 

INSURANCE. 

Oh,  admittedly,  there  would  be  some  recipients  who  would  be  injured  in  acci- 
dents, and  have  collectible  claims  against  insurance  carriers,  but  the  providers 
of  service  would  most  certainly  exhaust  those  resources  before  billing  us. 
Those  few  which  slipped  by  the  provider  could  always  be  picked  up  by  a 
Recovery  Unit  staff  of  one  or  two  watchful  employees. 

This  was  our  initial  approach  —  that  of  the  blind  man  who  could  not  see 
what  was  there  to  be  seen.    Consequently,  there  was  an  absence  of  significant 
activity  in  the  area  of  identifying  and  exhausting  third  party  casualty  insurance 
resources.    This  was  the  approach  until  the  early  part  of  1972  when  Michigan 
began  to  assume  the  duties  of  the  former  fiscal  agent  by  commencing  to  administer 
its  medical  claims  payment  system. 

After  one  or  two  years  of  fully  administering  the  Medicaid  program,  we  began 
to  see  a  ship  or  two  on  the  horizon.    In  other  words,  our  sight  improved 
to  the  extent  we  were  able  to  discern  much  potential.    Moreover,  we  recognized 
the  complications  of  realizing  the  full  potential  were  such  that  the  respon- 
sibility   could  not  rest  solely  with  the  providers.    It  is  a  responsibility 
which  is  shared  jointly  by  providers,  eligibility  intake  workers,  the  insurance 
industry,  the  State  Legislature  and  the  Third  Party  Liability  Recovery  Unit. 

Additionally,  we  have  come  to  recognize  that  any  State  having  a  substantial 
welfare  populace  cannot  effectively  operate  a  recovery  program  without  maximum 
computer  utilization.    Like  Minnesota  and  California,  we  are  developing  an 
expansion  of  our  computerized  program  to  achieve  maximum  computer  utilization. 
In  fact,  we  are  not  stopping  with  identifying  and  exhausting  health  insurance 
resources,  but  feel  the  use  of  automated  data  processing  techniques  can  be 
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extended  to  identify  and  exhaust  casualty  insurance  resources. 

I  am  certain  that  some  of  you  here  today  are  like  we  were  —  as  blind  as  bats. 
While  some  of  you  may  see  one  ship  on  the  horizon,  others  of  you  are  like  the 
State  of  Alabama,  whose  representative  addressed  us  earlier,  you  see  a  whole 
fleet  of  ships.    I  will  address  those  who  are  blind  as  bats. 

Let  us  examine  now  45  CFR  250.31.    This  is  the  Medicaid  Third  Party  Liability 
regulation.    Let  us  look  at  it  solely  from  the  perspective  of  CASUALTY  INSURANCE 
as  a  resource.    A  close  examination  reveals  that  if  a  state  is  to  receive 
federal  financial  participation,  the  State  Plan  must  provide  that  the 
state  does  four  things: 

First,  take  reasonable  measures  to  ascertain  the  legal  liability  of  third 
parties  to  pay  for  the  medical  expenses  of  recipients. 

Second,  in  determining  whether  medical  assistance  is  payable,  to  treat  the 
known  legal  liability  as  a  current  resource  when  the  third  party  has  made 
the  payment  or  will  make  the  payment  within  a  reasonable  time. 

Third,  do  not  withhold  payment  when  such  liability  or  the  amount  thereof 
cannot  be  currently  established,  or  is  not  currently  available. 

Fourth,  to  seek  reimbursement  when  liability  of  the  third  party  is 
established,  after  assistance  is  granted  and  whenever  the  liability  existed 
but  was  not  treated  as  a  current  resource. 

Now,  let  me  again  repeat  those  mandates  the  state  is  required  to  follow: 

1.  Ascertain  the  legal  liability  of  third  parties. 

2.  Treat  known  legal  liability  as  a  current  reousrce. 


3.  Do  not  withhold  payment  when  the  liability  is  in  doubt. 

4.  Seek  reimbursement  from  legally  liable  third  parties. 

There  is  little  doubt  that  this  third  party  liability  regulation  requires  the 
state  to  coordinate  utilizatidn  of  two  major  resources  to  pay  medical  care 
costs  for  the  underprivileged.    These  two  resources  are  private  resources, 
such  as  casualty  insurance  benefits,  and  public  resources,  namely  Medicaid 
funds.    Nor  is  there  any  doubt,  when  the  private  resources  are  available, 
Medicaid  funds  are  to  be  used  only  as  a  secondary,  supplemental  resource. 

In  addition  to  requiring  the  state  to  coordinate  benefits  available  from 

the  private  resource  and  from  the  public  resource,  this  regulation  requires  the 

state  to  actively  pursue  SUBROGATION.    Since  we  are  talking  about  subrogation, 

specifically  the  subrogation  of  TORT  claims,  let  me  digress  for  a  moment 

to  define  both  tort  and  subrogation. 

The  word  "tort"  is  defined  in  Black's  Law  Dictionary  as  a  private  or 
civil  wrong  or  injury;  a  wrong  independent  of  contract;  a  violation  of  a 
duty  imposed  by  general  law  or  otherwise  upon  all  persons  occupying  the 
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relation  to  each  other  which  is  involved  in  a  given  transaction.  Three  elements 
of  every  tort  action  are: 

1.  Existence  of  legal  duty  from  defendant  to  plaintiff; 

2.  Breach  of  duty;  and 

3.  Damage  as  proximate  result. 

We  are  concerned  with  personal  torts,  not  property  torts.    A  personal  tort 
is  one  involving    or  consisting  in  injury  to  the  person,  as  distinguished 
from  an  injury  or  damage  to  real  or  personal  property. 

An  example  of  a  tort  is  as  follows: 

A  person  drives  his  car  in  a  negligent  or  reckless  manner.    As  a  result,  he 
becomes  involved  in  an  automobile  accident  resulting  in  injury  to  another 
person.    The  injury  requires  medical  treatments.    The  medical  treatments  cost 
money.    Here  we  have  all  of  the  elements  of  a  tort.    The  wrongdoer  had  the 
duty  to  operate  his  car  in  a  safe  manner,  so  as  to  avoid  harm  to  others. 
He  breached  that  duty.    That  resulted  in  damages  to  the  innocent  person.  This 
injured  person  has  a  "cause  in  action."    This  means  he  has  a  legal  right 
to  collect  his  damages  from  the  wrongdoer. 

Let  us  look  again  to  Black's  Law  Dictionary  for  a  definition  of  the  work 

"subrogation".    It  tells  us  that  subrogation  means:    the  substitution 

of  one  person  in  the  place  of  another  with  reference  to  a  lawful  claim,  so  that 

he  who  is  substituted  succeeds  to  the  rights  of  the  other  in  relation  to 

the  claim.    In  other  words,  it's  the  substitution  of  one  person  for  another 

in  the  pursuit  of  a  claim. 

With  these  two  definitions  under  our  belt,  let's  take  another  look  at  the 
regulation  and  summarize  a  part  of  it.  It  tells  us  that  when  we  know  the 
identity  and  the  legal  liability  of  the  third  party,  we  are  to  coordinate 
benefits  when  we  receive  a  billing  invoice  from  a  provider.  And,  it  tells 
us  that  when  we  don't  know  the  legal  liability  of  the  third  party,  we  are 
not  to  refuse  payment  but  we  are  to  make  payment  and  then  seek  reimbursement 
or,  in  other  words,  we  are  to  SUBROGATE . 

Let  me  make  this  observation  after  four  years  of  experience  in  the  Third 
Party  Liability  program:    Ninety-nine  times  out  of  one  hundred  you  will  not 
know  the  liability  of  a  third  party  in  a  tort  claim,  when  the  billing  invoice 
is  received  from  the  provider.    Therefore,  in  the  area  of  torts,  it  will  be 
almost  impossible  to  coordinate  benefits. 

Consequently,  employment  of  subrogation  will  be  your  major  activity  on  tort 
claims.    Thus,  initially  you  will  pay  the  majority  of  your  accident  victims' 
medical  expenses  and  then  seek  reimbursement  from  the  liable  third  party. 
This  will  be  done  until  identification  of  the  third  party  is  established, 
liability  is  ascertained,  and  arrangements  are  made  for  the  third  party 
(his  casualty  insurance  carrier)  to  assume  the  responsibility  of  taking  over 
the  payments  of  future  medical  bills,  when  the  injury  is  such  that  prolonged 
medical  care  is  necessary. 
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If  the  third  party  is  uninsured ,  don't  waste  your  time  seeking  reimbursement 
directly  from  him.    Chances  are  you  will  be  seeking  reimbursement  from  another 
welfare  recipient  who  is  without  the  financial  resources  to  reimburse.  If, 
however,  the  case  involves  an  auto  accident  victim  who  has  available  uninsured 
motorist  coverage,  this  resource  should  be  pursued. 

Since  we  have  determined  what  the  regulation  requires  us  to  do,  let  us  now 
examine  how  we  are  going  to  do  it.    We'll  do  this  relative  to  each  of  the  four 
requirements  in  the  federal  regulation. 

1.     ASCERTAIN  LEGAL  LIABILITY  OF  THIRD  PARTIES. 

Fulfillment  of  this  requirement  involves  three  general  tasks: 

First,  identify  the  subrogable  claim.    Second,  determine  damages.  Third, 
analyze  liability  and  evaluate  recovery  potential. 

(A)     Identification  of  the  subrogable  claim. 

This  entails: 

1.  Identifying  the  type  of  claim  (i.e.  auto  accident,  products  liability, 
workmen's  compensation,  malpractice,  homeowner's,  general  liability,  etc.) 

2.  Identifying  the  person  who  may  be  responsible: 

These  identifications  are  made  by  gathering  the  basic  data: 

—  Through  the  eligibility  determination  and  redetermination  processes  via 

the  intake  worker  asking  basic  questions.    Positive  responses  to  those  questions 
generate  utilization  of  an  accident  questionnaire,  which  is  then  forwarded 
to  the  Recovery  Unit  for  input  into  the  computerized  data  bank  or  manual  pro- 
cessing, depending  on  the  sophistication  of  the  individual  state's  recovery 
system. 

—  Through  the  provider  of  service,  who  forwards  the  basic  data  as  part  of 
the  billing  invoice,  or  as  accompanying  documentation.    Often  the  basic  data 
is  not  available  at  the  time  service  is  rendered  to  the  patient.    In  this 
instance,  the  minimum  requirement  from  the  provider  should  be  a  code  on 

the  billing  invoice  which  alerts  the  state  to  the  possibility  of  a  subrogable 
claim. 

Additionally,  attorneys  and  insurance  companies  request  copies  of  invoices 
from  providers.    These  are  used  only  for  the  purpose  of  reimbursing  the  patient. 
All  such  requests  should  be  referred  to  the  Recovery  Unit  for  followup,  as 
the  subrogable  claim  may  not  have  been  identified  in  the  eligibility  determina- 
tion process. 

—  Through  the  state's  Workmen's  Compensation  Bureau.    That  Bureau's  listings 
of  pending  claims  can  be  matched  against  the  recipient  information  file. 

If  both  the  Workmen's  Compensation  Bureau  and  the  Medicaid  Bureau  are 
computerized,  a  tape-to- tape  match  can  be  made.    A  common  data  element,  such 
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as  a  social  security  number,  is  essential  for  a  tape-to-tape  match. 

If  one  or  the  other  is  not  utilizing  a  computer  sufficiently  to  accomodate 
a  tape-to- tape  match,  a  manual  system  can  be  used.    The  latter,  however,  is 
extremely  cumbersome  but  can  be  cost-effective,  if  concentration  is  given  to 
the  more  serious  injuries  which  generate  high  medical  costs. 

Reliance  upon  the  intake  worker  and  the  provider  to  gather  this  data  requires 
that  they  be  trained  to  recognize  a  subrogable  claim  and  be  able  to  obtain 
sufficient  information  for  subsequent  transmittal  to  the  Recovery  Unit,  via 
adequate  data  forms. 

Providers  require  very  little  training  in  identifying  this  type  of  claim. 
They  do,  however,  require  a  simplified  vehicle  by  which  to  communicate  the 
data  to  us.    Additionally,  they  require  continuous  emphasis  on  the  crucial 
role  they  play  in  this  cost-containment  program.    Provider  seminars,  manuals 
and  bulletins  serve  to  achieve  the  latter.    A  form  design  similar  to  the  new 
Michigan  Medicaid  Practitioner  Invoice  will  meet  the  needs  for  an  adequate 
vehicle  of  communications. 

In  their  day-to-day  functions,  intake  workers  unlike  providers  do  not  acquire 
expertise  in  recognizing  subrogable  claims.    Therefore,  they  must  be  trained 
to  develop  this  expertise.    Ongoing  training  programs,  utilizing  seminars, 
video-tape  and  manuals,  are  essential  to  achievement  of  this  goal.  Michigan 
has  recognized  this  need  and  is  developing  a  training  program,  soon  to  be 
implemented  on  a  state-wide  basis.    Our  past  efforts  in  a  pilot  study  project 
demonstrate  that  it  will  be  cost-effective. 

We  observed  that  during  eligibility  determination  and  redetermination,  a  well- 
trained  intake  worker  averages  nine  minutes  per  family  case  to  ask  the  proper 
questions  and  adequately  fill-out  the  questionnaire  form  for  transmittal  to 
our  Recovery  Unit. 

(B)    Determine  damages. 

As  subrogees,  the  damages  we  are  concerned  with  are  those  involving  medical 
expenses  paid  with  Medicaid  funds.    Therefore,  it  is  first  necessary  to  identify 
the  injury  sustained  in  the  accident.    A  properly  designed  billing  invoice 
generally  provides  this  data.    When  there  is  doubt  as  to  the  relationship  of 
the  injury  to  the  accident,  clarification  can  be  made  through  the  patient's 
medical  reports. 

Once  the  injury  is  identified,  the  related  medical  expenses  are  retrieved 
from  the  recipient's  history  file.    A  manual  system  requires  personnel  experi- 
enced in  this  activity,  preferably  former  employees  of  hospitals,  doctors  or 
insurance  companies. 

An  adequate  billing  invoice  coupled  with  a  compatible  programnung  of  the 
computer  is  much  more  effective  than  a  manual  system,  especially  when  dealing 
in  large  quantities. 

Our  invoice  is  designed  to  relate  the  service  to  the  injury  sustained  on  the 
date  of  the  accident.    If  the  computer  is  then  programmed  to  key-in  on  the 
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accident  date,  the  invoice  data  is  extracted  by  the  computer  and  placed 
in  a  holding-bank,  where  it  will  accumulate  for  subsequent  retrieval  as 
output  on  a  subrogation  claim  to  the  insurance  carrier. 

(C)    Analyze  liability  and  evaluate  recovery  potential. 

In  Michigan  we  have  a  very  liberal  Automobile  No-Fault  law.    Therefore,  an 
auto  accident  claim  usually  presents  no  difficulty  in  the  analysis  of  liability 
and  the  evaluation  of  recovery  potential.    The  same  should  hold  true  in  those 
states  which  have  No-Fault  laws.    The  limits  of  the  available  coverages  would 
determine  the  extent  of  liability  and  the  recovery  potential. 

We  do  have  one  quirk  in  our  No-Fault  law  which  causes  us  considerable  problems. 
There  is  a  section  in  the  law  containing  rather  ambiguous  language  which  leads 
some  people  to  conclude  that  Medicaid  is  primary  and  private  insurance  is 
secondary. 

Fortunately,  however,  our  Legislature  is  cooperating  with  us  in  correcting 
this  ambiguity.    Our  House  of  Representatives  recently  passed  amendatory 
legislation  by  a  vote  of  96-0.    That  Bill  was  temporarily  delayed  in  our  Senate, 
quite  possibly  through  the  ill  advice  of  a  source  whose  first  thought  was  not 
in  the  interest  of  the  taxpayer.    However,  we  are  quite  certain  our  Senate 
will  pass  the  Bill  when  it  reconvenes  in  September. 

Although  a  No-Fault  law  obviates  analysis  and  evaluation  in  the  subrogation 
of  an  automobile  accident  claim,  this  luxury  is  not  enjoyed  in  subrogation  of 
non-No-Fault  tort  claims.    It  is  in  this  area  where  analysis  and  evaluation 
techniques  are  employed.    Herein  lies  the  forte  of  the  Recovery  Unit. 

The  file  should  contain  sufficient  data  to  enable  an  experienced  technician 

to  evaluate  the  liability  exposure  of  the  third  party  and  the  recovery  potential. 

Such  data  would  include: 

1.  Facts  of  accident. 

2.  Nature  of  injury. 

3.  Extent  or  permanency  of  disability,  disfigurement  or  residuals. 

4 .  Prognosis 

5.  Amount  of  medical  expenses. 

6.  Limits  of  insurance  coverage. 

It  is  only  when  all  of  these  factors  are  taken  into  consideration  that  a 
realistic  evaluation  of  the  recovery  potential  may  be  reached. 

As  an  illustration,  consider  the  case  where  the  recipient  has  sustained  the 
loss  of  his  legs  in  an  accident,  wherein  the  liability  exposure  of  the  third 
party  is  very  questionable.    Add  to  this  the  fact  that  $15,000  in  medical 
expenses  have  been  incurred  through  Medicaid  funds  and  the  insurance  policy 
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limits  of  the  third  party  are  only  $10,000. 

First,  if  the  liability  exposure  is  questionable,  it  is  not  reasonable  to 
assume  the  third  party's  insurance  carrier  will  pay  the  full  amount  of  the 
policy  limits.    They  will  generally  consider  only  a  compromise  settlement. 
The  alternative  to  accepting  a  compromise  settlement  is  a  court  battle, 
which  would  be  costly  to  both  sides. 

Second,  two  types  of  damages  are  compensable,  to-^wit: 

1.  General  damages,  e.g.  pain,  suffering  and  permanent  disability. 

2.  Special  damages,  e.g.  medical  expenses. 

Are  $10,000  sufficient  compensation  for  the  loss  of  two  legs? 
If  not,  what  is  left  to  compensate  for  the  special  damages? 

In  this  case  the  special  damages  are  what  the  Recovery  Unit  is  looking  to 
for  compensation.    Therefore,  it  would  appear  that  a  compromise  is  in  order 
because  liability  is  questionable,  policy  limits  are  minimal  and  general  damages 
are  extensive. 

2.  TREAT  KNOWN  LEGAL  LIABILITY  AS  A  CURRENT  RESOURCE. 

The  design  of  the  automated  data  processing  system  should  include  an 
insurance  data  bank  which  would  interface  with  the  invoice  processing  system. 
Thus  when  the  invoice  enters  the  system,  it  will  be  rejected  for  payment 
and  returned  to  the  provider  with  sufficient  insurance  identification  data 
to  enable  the  provider  to  bill  the  insurance  carrier  directly.  Adequate 
computer  programming,  therefore,  is  the  best  means  to  meet  "the  requirement 
of  this  section  of  the  regulation.    Our  new  system  has  been  designed  with  this 
feature . 

It  must  be  kept  in  mind,  however,  that  arrangements  should  be  made  with  the 
insurance  carrier  and  the  recipient  that  no  final  settlement  be  reached  prior 
to  completion  of  treatments  without  provisions  for  future  medical  bills. 
Otherwise,  inputting  the  data  into  the  system  is  of  no  value. 

This  type  of  arrangement  is  especially  conducive  to  States  which  have  No- 
Fault  laws  in  effect.    In  those  States  which  do  not  have  No-Fault  laws  or  are 
not  fully  computerized,  other  arrangements  can  be  made,  but  require  timely 
followup  and  communications  with  insurance  carriers  and  recipients,  especially 
once  the  liability  of  the  third  party  and  his  available  insurance  has  been 
determined. 

Not  making  arrangements  for  the  insurance  carrier  to  pickup  payment  of  future 
medical  expenses,  nor  providing  for  a  means  of  monitoring  this  activity  can 
be  fatal  in  meeting  the  requirement  to  "treat  known  legal  liability  as  a 
current  resource". 

3.  DO  NOT  WITHHOLD  PAYMENT  IF  LIABILITY  IS  NOT  ESTABLISHED. 

This  is  rather  self-explanatory.    It  is  restrictive  in  nature  but  obviously 
serves  to  protect  the  recipient  from  undue  delay  in  receiving  medical  services. 
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4.     SEEK  REIMBURSEMENT. 


Once  the  Title  XIX  payment  has  been  made;  the  third  party  has  been  identified; 
the  legal  liability  established;  the  amount  of  available  money  determined; 
the  settlement  potential  evaluated  and  the  proper  parties  having  been  put 
on  notice,  arrangements  for  reimbursement  are  then  made.    Such  arrangements 
may  require  compromise.    Therefore,  negotiations  will  follow.    This  type  of 
activity  requires  personnel  skilled  in  negotiations.    We  have  found  that 
the  casualty  insurance  industry  is  replete  with  such  personnel  and  have  looked 
to  it  for  our  employees. 

Essential  to  seeking  reimbursement,  however,  is  the  prerequisite  of  a  transfer 
of  the  right  to  compensation  from  the  recipient  to  the  Recovery  Unit.  This 
is  accomplished  through  the  recipient's  execution  of  an  assignment. 

Unless  specifically  provided  for  in  the  law,  neither  the  State  Government 
nor  the  Federal  Government  have  a  right  to  the  insurance  proceeds  without 
an  assignment  from  the  recipient.    Here  lies  a  problem. 

The  execution  of  an  assignment  is  not  a  condition  of  eligibility.    Yet  the 
assignment  is  essential  to  the  process  of  subrogation.    However,  obtaining 
an  assignment  after  the  medical  service  is  rendered  and  third  party  liability 
established  is  extremely  difficult  and  many  times  impossible  for  sundry  reasons, 
some  of  which  are  as  follows: 

1.  The  recipient  is  advised  by  an  attorney  "not  to  sign  anything". 

2.  The  recipient  has  moved  to  "whereabouts  unknown". 

3.  The  recipient  has  nothing  to  gain  and  refuses. 

4.  The  recipient  does  not  reply  to  correspondence  from  the  Recovery  Unit. 

5.  The  recipient  wants  the  reimbursement  for  himself. 

On  the  other  hand,  obtaining  an  assignment  from  all  recipients  during 
eligibility  determination,  before  it  is  known  whether  an  assignment  will 
ever  be  needed,  requires  unnecessary  paperwork,  storage  of  the  document  for 
later  use,  signatures  of  all  recipients,  not  merely  the  grantees  or  agent 
making  the  application,  and,  as  a  legal  document,  may  have  adverse  legal 
implications  in  some  States  because  the  right  to  the  benefit  did  not  accrue 
at  the  time  the  assignment  was  executed. 

It  is  not  sufficient  merely  to  assert  in  the  federal  third  party  liability 
guidelines:    Where  a  recipient  refuses  to  execute  an  assignment  and  a  known 
resource  exists,  the  State  is  not  obligated  to  pay  a  service  that  the  resource 
is  obligated  to  pay.    This  is  ludicrous  because  it  is  in  this  activity  of 
SEEKING  REIMBURSEMENT  that  the  assignment  is  needed.    The  need  arises  after 
the  payment  has  been  made! 

Therefore,  it  is  incumbent  on  the  Federal  Government  that  their  regulations 
address  themselves  to  this  problem  by  requiring  States  to  draft  legislation 
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which  would  obviate  the  need  for  an  executed  assignment  by  stipulating  that 
"AN  APPLICATION  FOR  ASSISTANCE  OPERATES  AS  AN  ASSIGNMENT  BY  OPERATION  OF 
LAW". 

Such  legislation  will  result  in: 

1.  Meeting  the  insurance  industry's  requirement  that  an  assignment  accompany 
the  subrogation  demand; 

2.  Obviating  the  current  problems  which  exist  in  obtaining  assignments; 

3.  Avoiding  cumbersome  and  unnecessary  execution  of  assignments  during 
eligibility  determination;  and 

4.  Eliminating  the  loss  of  reimbursement  for  want  of  an  assignment. 

In  summary,  let  me  point  out  that  we  have  been  very  successful  in  Michigan 
with  our  manual  system  of  seeking  reimbursement.  Our  record  over  the  past 
three  fiscal  years  is  as  follows: 

FISCAL  YEAR                  COST  REIMBURSEMENTS  COST/BENEFIT  RATIO 

73/74  $285,000  $1.2  Million  1:4.21 

74/75                    345,816  1.9  Million  1:5.49 

75/76  469,000  3.1  Million  1:6.80 

These  reimbursements  do  not  include  cost  avoidance  nor  what  the  providers 
collected  from  third  parties.  They  represent  only  what  the  Recovery  Unit 
actually  received  in  reimbursements. 

With  our  new  expanded,  fully  computerized  Medicaid  Management  Information 
System,  we  anticipate  considerably  more  reimbursements,  greater  cost 
avoidance  and  a  much  wider  spread  within  the  cost-benefit  ratio. 

Our  recommendation  to  other  States  would  be: 

1.  Adequate  staffing  with  personnel  who  possess  expertise  in  all  facets 
of  subrogation; 

2.  Total  committment  of  providers,  intake  workers  and  the  insurance  industry; 

3.  Complementary  State  legislation;  and 

4.  A  sophisticated,  fully  computerized  system  or  a  meaningful  set  of 
procedures  for  a  manual  operation. 
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ALABAMA'S  THIRD  PARTY 
LIABILITY  COLLECTION  SYSTEM 


Mary  F.  Strait,  Manager 
Alabama  Third  Party  Liability  Determination 


The  Medical  Assistance  Program,  known  as  Medicaid,  is  rooted  in  almost 
thirty  years  of  earlier  Federal -State  experience  in  paying  for  medical 
care  for  needy  people  under  the  public  assistance  programs  of  the  Social 
Security  Act.  1 

Title  XIX  (Medicaid)  represented  a  determination  by  the  American  people 
to  offer  medical  care  resources  to  specific  groups  of  people  who  were  unable 
to  meet  the  cost  of  health  care  themselves.    It  became  effective  January  1, 
1965,  and  offered  each  State  a  period  of  time  to  enter  the  program.  Beginning 
January  1,  1970,  the  law  would  not  permit  States  which  did  not  adopt  a  medical 
assistance  program  under  Title  XIX  to  receive  Federal  sharing  in  the  cost 
of  vendor  payments  under  the  other  public  assistance  titles  of  the  Social 
Security  Act. 

In  Alabama,  the  Medicaid  Program  was  originally  assigned  to  an  existing  agency, 
the  Department  of  Pensions  and  Security,  on  November  19,  1965,  but  Medicaid 
operations  actually  began  January  1,  1970,  by  the  Medical  Services  Administration 
of  the  Department  of  Public  Health,  the  single  State  agency  designated  by 
Executive  Order  Number  Eight  to  develop  and  administer  the  State  plan  in 
conformity  with  Title  XIX.2 

During  the  planning  stages  of  Alabama  Medicaid,  the  first  Director,  Thomas 
H.  Alphin,  M.D.  recognized  the  need  for  someone  to  set  up  a  system  to  meet 
the  requirements  of  Section  1902(a)  of  Title  XIX,  wherein  it  is  stated  under 
Provision  (25)    (A)  "that  the  State  or  local  agency  administering  such  plan 
will  take  all  reasonable  measures  to  ascertain  the  legal  liability  of  third 
parties  to  pay  for  care  and  services  (available  under  the  plan)  arising  out  of 

injury,  disease,  or  disability"  and  "(C)  that  in  any  case 

where  such  a  legal  liability  is  found  to  exist  after  medical  assistance  has 
been  made  available  on  behalf  of  the  individual,  the  State  or  local  agency 
will  seek  reimbursement  for  such  assistance  to  the  extent  of  such  legal 
liability."3 

•'■U.S.  Department  of  Health,  Education,  and  Welfare,  "Characteristics 
of  State  Medical  Assistance  Programs  Under  Title  XIX  of  the  Social 
Security  Act,"  p.  vi. 

2 "Executive  Order  Number  Eight",  Governor  Lurleen  Wallace,  June  30, 
1967,  Montgomery,  Alabama. 

%ouse  of  Representatives,  Document  No.  266,  "Compilation  of  the 
Social  Security  Laws,"  pp.  339-340. 
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I  assumed  this  responsibility  in  December,  1969. 

Very  early  in  the  planning  stages  of  the  third  party  liability  program  the 
procedures  used  by  those  few  States  who  had  made  an  effort  in  this  area  were 
studied  very  carefully  and  the  decision  was  reached  that  Alabama  would  reverse 
the  procedures  being  used  by  those  States.    This  decision  was  based  upon 
the  fact  that  an  agency  with  the  sole  responsibility  of  collecting  third  party 
payments  and  subject  to  strict  audit  requirements,  should  be  more  successful 
in  its  efforts  compared  to  other  States,  then,  as  most  are  today,  depending 
upon  the  providers  of  service  to  file  "other  insurance"  and  in  some  instances, 
requiring  the  providers  to  pursue  liability  claims  relating  to  tortfeasors. 

The  primary  responsibility  of  providers  is  to  render  some  part  of  health  care 
services  to  the  Medicaid  recipient  and  they  have  reason  to  believe  they  will 
be  compensated  by  Medicaid  for  these  services.    Common  sense  will  tell  you 
that  if  a  provider  is  reasonably  certain  he  will  be  paid  by  Medicaid,  he  will 
not  make  the  effort  to  collect  other  insurance  and  pursue  legal  claims  as 
thoroughly  as  an  agency  with  this  sole  responsibility. 

In  many  instances  the  provider  of  service  is  not  adequately  staffed  with  the 
clerical  workers  necessary  for  filing  Medicaid  claims  and  other  insurance 
and  rarely  are  these  clerical  workers  trained  extensively  enough  to  understand 
the  complexities  of  third  party  liability  as  related  to  the  Medicaid  program. 

We,  in  Alabama,  have  proven  that  you  can  effect  much  tighter  controls  over 
third  party  liability  by  depending  upon  the  provider  to  furnish  needed  infor- 
mation to  the  State  agency,  who  then  assumes  the  responsibility  for  all 
third  party  collections. 

Those  of  you  who  have  established  third  party  liability  procedures  are  using 
several  different  methods  of  procuring  insurance  information.    Some  of  you 
depend  upon  the  individual  caseworker;  some  depend  upon  the  providers  of 
service  to  file  for  other  insurance  before  filing  Medicaid;  while  some 
depend  upon  the  agency  responsible  for  determining  eligibility  to  furnish 
names  and  policy  numbers  of  personal  insurance  at  the  time  of  application  for 
Medicaid. 

There  is  some  merit  in  each  of  these  procedures,  but  none  of  these  will  offer 
the  tight  controls  needed  because: 

1)  The  recipient  may  be  afraid  to  acknowledge  the  fact  that  he  has 
other  insurance  when  applying  for  Medicaid  and  it  is  highly  improbable 
that  he  would  seek  out  his  social  worker  to  report  the  purchase  of 

an  insurance  policy  at  a  later  date. 

2)  If  the  provider  of  service  is  responsible  for  collecting  "other 
insurance"  before  filing  Medicaid,  are  you  certain  the  provider  is 
filing  all  insurance?    You  may  find,  the  provider  is  furnishing  a 
statement  to  the  recipient  which  is  sufficient  for  the  recipient 
to  file  his  own  claims. 
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The  time  to  learn  of  other  insurance  is  at  the  time  services  are  rendered 
or  shortly  thereafter.    The  provider  of  service  is  the  best  source  of  this 
information  and  he  should  be  required  to  furnish  this  information  to  you  when 
filing  the  Medicaid  claim,  or  later,  if  he  learns  of  the  "other  insurance" 
at  a  later  date. 

The  provider  should  also  be  required  to  have  the  recipient  (parent  or  guardian 
if  the  patient  is  a  minor)  sign  an  Authorization  and  Assignment  form  and 
complete  accident  information  form  when  appropriate.    Attaching  these  forms 
to  the  Medicaid  billing, the  provider  has  fulfilled  his  obligation  (which 
is  far  simpler  and  less  time-consuming  than  completing  numerous  insurance 
forms)  and  the  Third  Party  Liability  Section  will  have  all  documentation 
needed  for  filing  third  party  insurance  and  beginning  accident  investigations 
immediately  after  Medicaid  payment. 

Please  note  I  have  said  after  Medicaid  payment.    By  treating  third  party 
liability  in  this  manner,  the  provider  has  been  paid  promptly  and  the  State's 
obligation  to  the  recipient  has  been  fulfilled;  now  it  is  up  to  the  Third 
Party  Liability  Section  to  seek  reimbursement  for  this  payment  .as  required 
the  Federal  statute. 

The  role  of  the  provider  has  been  explained  in  more  detail  than  time  will  allow 
for  all  other  roles  and  actors  in  this  system  because  the  provider's  role 
is  quite  different  here,  than  it  is  in  procedures  used  in  other  States,  but 
his  role  is  no  more  important  than  the  roles  of  all  concerned. 

Good  communications  must  be  established  with  insurance  companies,  attorneys, 
courts,  other  agencies,  the  recipients,  and  all  concerned  with  this  operation 
to  assure  success.    The  need  to  satisfy  their  requirements  must  be  appreciated 
if  they  are  to  satisfy  yours.    Almost  daily  we  receive  correspondence  or 
telephone  calls  from  insurance  companies  seeking  help  in  understanding  procedure 
of  other  States;  the  most  common  complaints  being  the  use  of  computerized, 
lengthy,  forms  which  the  average  insurance  clerk  cannot  interpret;  and  the 
lack  of  a  name  to  contact.    If  you  are  to  obtain  good  communication  and  good 
working  relations,  empathy  must  be  stressed. 

Why  do  these  people  contact  us?    Because  we  have  worked  diligently  to  establish 
the  reputation  for  "helping  in  every  possible  way,"  and  we  are  proud  of  that 
reputation . 

In  our  "Systematic  Approach  to  Implementing  Third-Party  Liability  Recovery", 
detailed  guidelines  from  the  planning  stage  through  complete  operation  and 
accountability  have  been  furnished.    Sample  letters,  forms,  and  abbreviated 
case  studies  have  been  included;  the  roles  of  all  actors  are  explained. 

Some  items  not  included  in  the  manual,  as  they  were  inappropriate  for  an 
operations  manual,  should  be  mentioned  here: 

1)    The  willingness  of  insurance  companies  to  have  you  collect  benefits 

payable  by  them  to  offset  the  cost  of  Medicaid  —  they  too  are  taxpayers 
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Also,  the  companies  learn  quickly  that  sales  can  be  increased  rather 
than  decreased  if  they  understand  your  program  and  the  Medicaid 
benefits  offered. 

2)  The  pride  of  the  recipients,  particularly  the  aged,  when  they  realize 
they  can  pay  at  least  a  part  of  their  expenses. 

3)  Fraud  and  abuse  can  be  reduced  dramatically.    By  preventing  the 
providers  from  filing  other  insurance  when  Medicaid  has  been  filed 
you  have  automatically  removed  a  source  of  duplicate  payment  to  the 
providers;  and  those  recipients  trying  to  "beat  the  system"  will  have 
little  success  in  their  attempts. 
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OUTLOOK  FOR  THE  FUTURE 


Beginning  October  1,  1976,  the  new  fiscal  intermediary  for  Alabama, 

Electronic  Data  Systems  Federal  Corporation  (E.D.S.)  will  implement 

the  Medicaid  Management  Information  System  (M.M.I.S.) .    Two  areas  of 

M.M.I.S.  which  may  create  problems  in  your  third  party  collections  system  should 

be  brought  to  your  attention: 

1)  M.M.I.S.  requires  an  indicator  of  yes  or  no  for  other  insurance  on 

each  recipient.    This  may  assist  you  in  identification  of  other  insurance, 
but  under  no  circumstances  should  you  depend  entirely  upon  this 
indicator.    We  have  found  in  the  past  six  and  one -half  years  that 
many  of  our  recipients  constantly  change  insurers,  particularly  since 
the  mail-order  insurance  has  become  so  popular. 

2)  An  explanation  of  benefits  paid  by  Medicaid  is  required  for  the 
recipient  by  M.M.I.S.    Whether  this  is  provided  once  a  month,  or 
annually,  is  uniirportant  but  it  is  important  to  realize  that  many 
recipients  may  use  this  statement  to  file  their  own  insurance  as  some 
companies  only  need  an  official  statement  to  confirm  dates  of  service 
to  pay  their  benefits.    Wording,  such  as  "not  to  be  used  for  insurance 
purposes",  printed  on  the  explanation  of  benefits  will  not  eliminate 
this  problem. 

With  our  present  system  in  Alabama,  an  explanation  of  benefits  is 
furnished  to  all  recipients  after  insurance  benefits  have  been 
collected. 

I  would  ask  Corrmissioner  Weikel,  today,  to  give  serious  consideration 
to  this  particular  area  of  M.M.I.S.    The  solutions  I  offer  at  this 
time  would  be  very  large  printing  on  the  E.O.B.  to  the  effect 
"PAYMENT  OF  INSURANCE  BENEFITS  FROM  THIS  FORM  IS  PROHIBITED  BY  LAW" , 
or  better  still,  have  this  requirement  eliminated  from  the  M.M.I.S. 

Also  beginning  October  1,  1976,  we  are  implementing  the  Universal  Claim  Form 
for  physicians.    I  personally  strive  for  consistency  in  all  things,  but  I 
am  deeply  concerned  about  this  form  as  it  is  inadequate  for  our  procedures, 
but  we  will  make  every  effort  for  successful  implementation. 
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CONCLUSIONS 


Through  the  continued  efforts  of  Commissioner  Weikel,  Messrs.  Henry 

Spiegelblatt,  Milton  Dezube,  and  Art  Muller  we  were  able  to  bring  you 

this  operations  manual.    The  system  is  not  perfect,  as  there  is  no  such  thing 

as  a  perfect  system,  but  it  is  one  which  has  been  working  successfully  for 

a  number  of  years  and  we  sincerely  hope  it  might  assist  each  of  you  in  some 

way. 

There  is  dire  need  now  and  in  the  future  of  saving  Medicaid  dollars  and  with 
the  advent  of  a  National  Health  Insurance,  combined  with  other  insurance, 
third  party  liability  will  become  increasingly  important. 


♦ 
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RECOVERY  APPROACH  FOR 
PROBATE  ACTION  IN  MARYLAND 


Frank  Traglia,  Chief 
Maryland  Medical  Assistance  Recoveries 


Description 

1.  The  first  system  developed  by  the  Recoveries  Unit  is  based  on 
computerized  Estate  Inquiry  Cards,   (Attachment  A) .    These  cards  are 
printed  as  the  result  of  a  match  between  the  reported  deaths  in  the 
State  for  a  given  month  and  the  Medical  Assistance  eligibility  rolls. 
Each  match  produces  a  card  which  lists  the  recipient's  name,  address,  date 
of  death,  county  of  residence,  and  Medical  Assistance  number.    These  cards 
are  sent  monthly  to  the  Registers  of  Wills  of  the  recipient's  county  of 
residence.    The  Registers  are  requested  to  check  their  records  for  an 
estate  for  the  named  recipient,  the  notice  is  discarded.    If  there  is  an 
estate,  the  Register  supplies  the  information  requested  on  the  reverse 
side  of  the  card  and  returns  it  to  the  Recoveries  Unit.    Upon  receipt  of 
the  completed  card,  the  Unit  gathers  payment  information  on  the  recipient 
and  files  a  claim  in  his  or  her  estate.    A  card  is  printed  for  a  recipient 
each  month  for  a  total  of  six  months  after  the  recipient's  name  first  appears 
in  the  system.    After  the  first  six  months,  a  card  is  printed  every  third 
month  for  an  additional  thirty  months.    A  recipient's  name  appears  in  the 
system  for  a  total  of  three  years.    After  three  years,  the  recipient 

is  purged  from  the  system. 

2.  The  local  Departments  of  Social  Services  offers  the  next  best 
source  of  information  regarding  possible  estate  recovery.    In  Maryland, 
Medical  Assistance  eligibility  is  determined  by  the  Department  of  Social 
Services  in  each  of  Maryland's  subdivisions.    Because  of  this  and  because 
of  their  other  responsibilities,  the  local  Departments  receive  and  maintain 
much  information  which  is  of  considerable  value  to  the  Recoveries  Unit. 
Form  1169  (Attachment  B)  was  designed  to  tap  this  information. 

The  form  is  completed  by  the  local  Department  whenever  it  learns 
of  the  death  of  the  recipient  in  whose  estate  a  claim  can  be  filed. 
This  form  allows  for  listing  of  the  known  assets  of  the  recipient.  When 
these  forms  are  received  by  the  Recoveries  Unit,  an  inquiry  is  made  to  the 
Register  of  Wills  of  the  particular  subdivision  and  if  an  estate  is 
opened,  a  claim  is  filed.    If  an  estate  is  not  opened,  then  the  recipient's 
representative,  listed  in  the  upper  right  hand  corner  of  the  form,  is 
contacted  for  information  concerning  the  disposition  of  the  recipient's 
assets.    Whenever  possible,  the  representative  is  encouraged  to  open 
an  estate  for  the  recipient. 

3.  The  Program  also  receives  recoveries  from  the  patient  allowance 
funds  of  deceased  nursing  home  recipients.    A  procedure  has  been 
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established  whereby  the  funds  of  a  deceased  recipient  must  be  turned 
over  to  the  court- appointed  personal  representative  of  the  decedent's 
estate.    If  an  estate  has  not  been  opened,  then  the  funds  are  to  be  turned 
over  to  a  funeral  home  for  the  payment  of  the  recipient's  funeral  expenses, 
or  to  an  individual  who  can  produce  evidence  of  having  paid  these  expenses. 
After  three  months,  allowance  funds  are  turned  over  to  the  Recoveries 
Unit.    These  funds  are  held  by  the  Department,  pending  inquiry  from  any 
individual  interested  in  the  recipient.    In  those  cases  where  large  sums 
are  involved,  an  estate  is  opened  by  the  Recoveries  Unit,  itself.  The 
Program  then  files  an  claim  in  the  opened  estate. 

Problems 

1.  Notices  received  through  the  Estate  Card  System  and  Form  1169 
often  do  not  allow  sufficient  time  for  the  filing  of  claims  in  small 
estates . 

2.  Notifications  are  often  received  concerning  recipients  who 
own  property  but  who  have  neither  friends  or  relatives  willing  or  able 
to  handle  their  affairs.    This  potential  source  of  Recoveries  can  only 

be  tapped  if  the  Program  has  sufficient  staff  to  handle  these  assets  itself 

3.  The  automatic  eligibility  of  SSI  recipients  for  Medical 
Assistance  prevents  the  gathering  of  any  useful  information  concerning 
the  recipient's  assets  by  the  local  Department  of  Social  Services. 
Without  this  source  of  information,  very  little  can  be  done  in  the 
estate  area. 
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ATTACHMENT  A 


ESTATES  SECTION 
phone:      3  82-2SM 
3C-02  lc6c.-E2C 


STATE  OF  MARYLAND 
DEPARTMENT  OF  HEALTH  AND  MENTAL  HYGIENE 
DIVISION  OF  REIMBURSEMENTS 


ESTATE  INQUIRY 

FORM  DHMH  -610 


PATIENT,  

hX^>X-XuXX_ 


WAP  C   CHARL  IE 


1 LC9  N    CAY  ST 
fc/LTO.  MtTTTTR 


TOTHE  REGISTER  OF  WILLS: 

If  an  estate  is  Med  lor  the  above  deceased,  please 
Indicato  on  the  reverse  side  the  date  Small  Estate 
Proceedings  or  Letters  of  Administration  were  granted 
end  the  name  and  address  ol  the  .Administrator  or 
Executor,  end  Attorney,  and  return  to:  ________ 


IF  THERE  IS  NO  ESTATE  -  DO  NOT  RETURN  CARD. 


0>SEP> 


RE&*6Nfc->JL 


JC6/72 


RAl  TIMCRF  CITY 


CHIEF  KECICAL  ASSIST  RECC 
CX^lOT  .STATES  SOTM  X 

DIVISION  OF  REIMBURSEMENTS 

P.  O.  BOX  1213 

BALTIMORE.  MARYLAND  21203 


Check  appropriate  box: 

□  Small  Estate  Proceedings  Amount  of  Assets  $   Debts  

Q  Formal  Estate  Proceedings  Funeral  Bill  $  Claims  

Date  opened   Date  closed   (If  small  Estate  Proceedings) 

Letters  granted  to:  Name  .  (Personal  Representative 

Address  


Attorney's  Name:  

Address  

 Remarks 
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ATTACHMENT  B 


STATE  OF  MARYLAND  -  MEDICAL  CARE  PROGRAMS 

TO 


NUTIGE  OF  POTENTIAL 
RECOVERY  OF  MA  PAYMENTS 


Medical  Assistance  Recoveries 
Division  of  Reimbursements 
P.  O.  Box  1213 
Baltimore,  Maryland  21203 


Recipient's  Name:  MA  #: 

Soc.Sec.  #: 


Recipient's  Representative:        Telephone  #: 


LAST 

FIRST 

MIDDLE 

LAST 

FIRST 

MIDDLE 

Home  Address: 

Home  Address: 

NO.  STREET 

BOX  OR  ROUTE  NO. 

NO.  STREET 

BOX  OR  ROUTE  NO 

CITY  OR  TOWN 

ZIP  CODE 

CITY  OR  TOWN 

ZIP  CODE 

Reason  For  Notice: 
O    Death:  Oata. 


City  Of  County 


□    Voluntary:      Overscale  Assets: 


D  Third  Party  Action 
□  Other   


(Specify) 


Assets  as  Listed  on  Application: 


PROPERTY  DESCRIPTION  LOCATION  APPROXIMATE  VALUE 


BANK  OR  SAVINGS  ACCOUNT 

INSTITUTION 

ADDRESS 

ACCOUNT  NO. 

AMOUNT 

LIFE  INSURANCE 

COMPANY 

ADDRESS 

VALUE 

STOCKS  -  BONDS 

NAME  OF  COMPANY 

DATE  OF  ISSUE 

NO.  OF  SHARES 

E  BONDS 


Third  Party  Action: 


ACCIDENT  INSURANCE 


MEOICAL  INSURANCE 


WORKMAN'S  COMPENSATION 


NON  SUPPORT  CASE  HUSBAND  or  FATHER  S  NAME  ADDRESS  ZIP  CODE  TELEPHONE  NO. 

CHILD'S  NAME  OATE  OF  BIRTH 


Location  of  Recipient 
If  Other  Than  Home: 


COMMENTS: 


LOCAL  DEPT.  OF  SOCIAL  SERVICES  WORKER  TELEPHONE  NO. 

DHMH-  1169  (5/75) 
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MINNESOTA  BENEFIT  RECOVERY  PROGRAM 


Beth  Wahtera,  Assistant  Director 
Minnesota  Third  Party  Unit 


The  purpose  of  the  Benefit  Recovery  program  is  to  collect,  to  the  greatest 
extent  possible,  the  resources  of  private  medical  insurance  and  other 
appropriate  recovery  sources,  to  reduce  the  expenditures  of  tax  dollars  in 
the  Title  XIX  program. 

The  primary  objective  in  fulfilling  such  purpose  was  to  determine  the  best 
approach  the  State  Department  of  Public  Welfare,  through  the  Model  Medicaid 
Information  System  should  utilize.    In  the  course  of  development  and  design 
of  the  system,  the  need  was  identified  for  a  method  to  administer  a  third 
party  liability  program,  drawing  from  the  system  approach  already  in  existence. 

The  next  step  in  the  promulgation  of  the  program  was  to  review  and  determine  the 
recovery  source  of  emphasis,  based  on  empirical  facts.  The  potential  categories 
of  resources  were  grouped  as  follows: 

1)  Health  Insurance  Collections 

2)  Tort  Liability 

3)  Probate 

4 )  Paternity 

5)  Support  (which  is  now  handled  by  the  IV-D  Program) 

6)  Beneficiary  Overpayments 

and 

7)  Provider  Overpayments 

Again,  I  wish  to  emphasize  that  in  selecting  the  recovery  areas  of  focus,  we 
felt  it  was  prudent  and  cost-effective  to  interface  with  the  existing  Model 
Medicaid  Information  System,  as  well  as  to  actuarially  ascertain  the  predict- 
able yield  of  risk  in  each  recovery  area  of  consideration.    The  recovery 
of  insurance  proceeds  is  indeed  a  resource  of  high  recovery  yield  and  one 
which  interfaces  well  with  the  existing  system. 

A  report,  completed  in  1974,  assessed  the  current  state  of  utilization  of  medical 
insurance  resources  in  the  county-administered-Medicaid  program.    The  report 
addressed  mechanisms  for  handling  medical  insurance  recovery,  and  specifically 
discussed  existing  operations.    Generally,  the  report  substantiated  the  need 
to  vigorously  pursue  benefit  recovery. 

State  administration  of  recovery  endeavor  regarding  tort  liability,  Worker's 
Compensation  and  Auto  insurance  was  reviewed  extensively  to  determine  pre- 
dictability of  financial  yield.    While  this  area  of  recovery  is  essential  to 
a  Comprehensive  Benefit  Recovery  Program,  I  know  of  no  methodology  to  predict 
financial  yield.    It  should,  however,  be  noted  that  adjudication  of  Worker's 
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Compensation ,  Auto  and  Tort  liability  generally  yields  substantially 
higher  recoveries,  but  the  rate  of  occurrence  is  difficult  to  ineasure. 

The  states  of  Michigan  and  California  were  contacted.    Permission  was  requested 
to  review  their  respective  programs.    Mr.  Jerry  Hansen  and  Mr.  Mike  Skutar 
were  most  helpful  and  we  sincerely  appreciate  their  assistance  and  cooperation. 

Minnesota  then  hired  Mrs.  Morley. 

She  reviewed  the  existing  programs  of  both  California  and  Michigan  and  had 
the  privilege  of  visiting  both  states.    After  careful  consideration,  it  was 
her  belief  that  Minnesota  should  pursue  an  approach  consistent  with  Minnesota 
Marketing.    I  will  later  discuss  this  approach  in  greater  detail.    At  this 
time,  however,  I  feel  it  appropriate  to  address  the  qualifications  of  the 
third  party  liability  manager,  which  are  essential  to  the  operation  of  the 
program. 

As  previously  stated,  Minnesota's  basic  thrust  is  in  the  health  care  area. 
Hence,  I  feel  it  is  imperative  that  any  prospective  manager  be  a  CLU  or  have 
studied  CLU  extensively.    Further,  such  a  person  must  have  experience  and 
expertise  in  insurance  laws  and  administration,  an  understanding  of  the 
function  of  the  insurance  commissioner  and  staff,  legislative  ability,  vast 
contact  with  the  insurance  industry,  and  have  at  least  six  years  experience 
in  the  administration  of  insurance  accounts  through  one  or  more  carriers. 
The  manager  must  also  have  the  ability  to  negotiate  and  communicate  with  the 
insurance  industry,  county  personnel,  and  private  attorneys. 

Prior  to  the  fully  operational  program  whereby  the  Benefit  Recovery  Unit  bills 
the  insurance  company  on  behalf  of  the  insured  recipient,  the  medical 
provider  was  required  to  perform  this  function. 

There  are  many  reasons  why  provider  billing  is  costly,  ineffective  and 
inefficient: 

1.  There  is  little,  if  any,  incentive  on  the  part  of  the  provider  to 
perform  this  function.    Insurance  billing  and  collection,  prior  to 
billing  the  Department,  requires  the  provider  to  perform  a  dual  function 
resulting  in  no  financial  benefit. 

Securing  the  appropriate  insurance  information  from  the  recipient 
appeared  to  be  extremely  difficult.    Further,  the  recipient's  medical 
claims  are  paid  regardless  of  potential  insurance  recovery  if  the 
provider  fails  to  accomplish  insurance  adjudication  within  90  days. 

2.  The  medical  provider  had  no  legal  leverage  with  which  to  demand  assistance 
from  the  recipient  in  performing  insurance  billing  functions.   .  .i.e. 
assignment  of  insurance  benefits  or  the  statutory  right  of  subrogation. 

3.  Further,  the  recipient  may  refuse  to  cooperate  in  anticipation  of 
receiving  the  insurance  benefits  directly. 
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4.    Many  medical  providers  utilize  a  system  known  as  the  "Superbill", 

(self  filing  system) .    This  is  a  procedure  whereby  the  provider  does 
not  bill  the  insurance  carrier  on  behalf  of  any  patient.  Rather, 
the  patient  is  given  the  appropriate  documents  with  which  to  bill  the 
insurance  company  and  the  patient  is  paid  directly  by  the  insurance 
carrier.    Prior  to  insurance  collection,  the  patient  is  expected 
to  pay  the  provider.    The  impetus  of  the  "Superbill"  was  to  eliminate 
the  insurance  billing  service  offered  by  the  medical  provider... 
the  rationale  being  that  the  insurance  contract  is,  in  fact,  between 
the  patient  and  the  insurance  company,  not  the  provider.    The  unique 
exception,  of  course,  being  Blue  Cross/Blue  Shield,  wherein  the  contract 
is  between  the  provider  and  the  "Blues".    This  situation  may  tempt 
the  recipient  to  keep  the  insurance  payment,  rather  than  report  such 
payment  to  the  Department,  or  the  recipient  may  be  unaware  that  the  Depart 
ment  of  Public  Welfare  is  entitled  to  the  insurance  proceeds.  Thus, 
the  recipient  may  be  unduly  enriched,  both  at  the  expense  of  the  tax- 
payer and  the  insurance  subscriber. 

In  summary,    provider  pursuit  of  insurance  collection  on  behalf  of  Medicaid 

recipients  increases  adrriinistrative  costs,  with  no  financial  benefit.    I  do 

not  wish  to  imply  that  providers  did  not  attempt  to  accomodate  our  request 

of  insurance  collection.    I  am  simply  suggesting  that  there  is  no  incentive 

to  actively  enforce  this  administrative  function,  as  their  claims  will  ultimately 

be  paid  by  the  Department. 

Since  the  Department  had  to  rely  solely  on  the  medical  provider  to  collect 
insurance  proceeds,  Worker's  Compensation  benefits,  and  report  potential  tort 
liability  cases,  there  was  lack  of  participation  on  the  part  of  the  provider 
for  reasons  previously  cited. 

The  majority  of  Benefit  Recovery  employees  are  "insurance  experts"  who  under- 
stand the  difference  between  the  right  of  assignment  and  the  right  of  subrogation 
. ..and  thus,  recognize  when  to  implement  one  or  the  other  and  appropriately 
interact  with  the  insurance  industry.    We  enjoy  a  more  advantageous  position 
of  recognizing  potential  insurance  recoveries.    The  right  of  subrogation  is 
essential  in  a  program  such  as  this  in  that  many  dependent  recipients  are  covered 
under  the  insurance  contract  of  the  absent  parent.    Subrogation  gives  the 
Department  the  right  to  "stand  in  the  shoes  of  the  insured",  thus  recovering 
insurance  benefits  through  subrogation,  whereby  benefits  were  either  paid 
to  the  insured  absent  parent,  or  where  collection  was  ignored.    These  benefits 
are  now  being  recovered. 

Because  the  medical  provider  is  no  longer  required  to  perform  the  insurance 
billing  function,  they  are  more  willing  to  apprise  the  Unit  of  potential  tort 
and  Worker's  Compensation  cases.    Further,  they  are  willing  to  apprise  the 
Unit  of  situations  where  they  feel  insurance  may  exist,  but  the  Medical  Assis- 
tance Identification  Card  indicates  no  insurance  is  in  existence. 

The  paralegal  staff  investigate  all  tort,  auto,  and  Worker's  Compensation 
cases.    Providers  had  no  interest  prior  to  the  establishment  of  this  section, 
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to  report  potential  tort  or  Worker's  Compensation  cases.    The  provider 
is  required  to  indicate  an  injury  code  on  each  invoice  in  regard  to  same. 
One  primary  source  of  information,  however,  comes  from  the  insurance  industry, 
county  personnel,  in  addition  to  neighbor's  with  "good  intentions".    The  Unit 
also  has  access  to  informative  computer  reports  which  assist  us  in  recovery 
endeavors . 

It  is  significant  to  note  that  insurance  collections  immediately  increased 
by  approximately  250%  when  the  Benefit  Recovery  program  enacted  its  interim 
system.    The  interim  system  was  primarily  one  of  a  monitoring  and  coordination 
of  benefits  program. 

During  this  time,  several  concurrent  steps  were  taken.    Quite  frankly,  we  would 
not  necessarily  recommend  that  such  important  steps  be  initiated  concurrently 
since  failure  in  any  one  area  could  result  in  a  serious  set  back  to  the  program. 

We  first  sought  the  assistance  and  cooperation  of  the  insurance  industry. 
We  proposed  our  plan,  and  explained  the  nature,  purpose,  and  constraints  under 
which  the  Department  must  operate.    The  reason  we  sought  the  counsel  of  the 
industry,  prior  to  the  promulgation  of  the  required  enabling  legislation, 
was  because,  without  their  support  and  cooperation,  the  Minnesota  approach 
to  Benefit  Recovery  would  undoubtedly  fail  for  the  following  reasons: 

While  the  industry  must  comply  with  State  legislation,  they  have  the  right 
to  administer  their  claim  processing  function  in  any  manner  they  deem  appropriate. 
This  means  they  do  not  have  to  accept  our  standardized  assignment  of  benefits. 
They  have  every  right  to  require  that  their  individual  assignment  be  executed 
on  every  claim.    Further,  they  have  the  right  to  require  that  their  personal 
claim  form  be  completed  prior  to  claim  adjudication  and  payment  to  the  Department. 
A  typical  example  would  be  the  Champus  or  Union  claim  form,  where  the  medical 
provider  must  complete  one  section  and  the  policyholder  the  other.  Informa- 
tion required  on  these  claim  forms  is  most  definitely  not  available  to  the 
Benefit  Recovery  Unit.    This  is  especially  true  when  the  policyholder  is  not 
the  recipient.    The  industry  could  further  demand  that  we  establish  situs 
and  eligible  dependency  under  the  established  IRS  Ruling. 

Mrs.  Morley  in  turn,  requested  that  they  modify  their  normal  claim  processing 
procedures  and  accept  our  insurance  billing  form  in  lieu  of  other  required 
needs.    The  vast  majority  of  carriers  have  agreed  to  modifications  to  accomodate 
our  program.    Such  processing  often  requires  computer  modification  at  substantial 
cost.    Hence,  we  are  dealing  with  an  autonomous  industry  that  has:  1)  accepted 
our  claim  form  for  the  purpose  of  claim  adjudication  to  the  Department,  2)  expended 
substantial  dollars  to  modify  their  claim  processing  system,  and  3)  are  paying 
claims  as  well.    In  summary,  they  are  expending  money  to  pay  benefits  to  the 
Department,  with  absolutely  no  return  from  the  Department,  as  in  the  case 
of  the  enrolled  Medicaid  providers.    Such  cooperation  surely  speaks  well  for 
the  industry. 

We  would  like  to  take  this  opportunity  to  express  our  gratitude  and  appreciation 
for  the  efforts  extended  by  Minnesota  Blue  Cross/Blue  Shield.    Their  unique 
relationship  with  the  provider  posed  serious  problems  to  them.    The  expertise 
with  which  their  staff  overcame  the  problem  is  commendable. 
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It  would  be  most  unrealistic  and  presumptious  of  roe  to  assume  that  four,  or 
even  fifty,  Medical  Claims  Analysts  could  complete  such  a  process  as  I  have 
briefly  outlined.    Since  the  Unit  is  charged  with  the  responsibility  of 
reducing  Title  XIX  expenditures,  we  would  be  "hard  pressed"  justify  hiring 
the  number  of  people  necessary  simply  to  track  down  uncooperative  insureds 
to  complete  claim  forms  I 

The  Insurance  Association  of  Minnesota  appointed  a  sub-committee  to  work  in 
conjunction  with  Mrs.  Morley  to  draft  a  standardized  assignment  of  insurance 
benefits  which  they  believed  would  be  acceptable  by  all  carriers.    The  assign- 
ment of  benefits  is  simply  a  comprehensive  release  of  information  to  allow 
the  insurance  industry  to  make  payment  to  the  Department.    It  is  of  importance 
to  note  that  insurance  contracts  have  such  a  release  clause,  but  insureds 
rarely  read  the  legal  certificates  issued  by  the  insurance  carrier. 

While  working  with  the  appointed  sub-committee  on  drafting  the  assignment  of 
benefits,  we  then  proceeded  to  promulgate  proposed  legislation  to  enact  the 
program.    Mrs.  Morley  began  reviewing  the  legislation  of  other  states  and  finalized 
the  necessary  legislation  to  administer  a  program  esoteric  and  indigenous  to 
the  State  of  Minnesota,  which  she  believed  to  be  the  best  approach.  Copies 
of  the  legislation,  with  an  explanation  of  each  section,  are  available  for 
your  review. 

At  this  time,  I  wish  to  briefly  state  the  important  aspects  of  the  legislation. 

1)  Insurance  carriers  were  prohibited  from  writing  exclusionary  riders 
whereby  benefits  were  denied  or  reduced  because  the  insured  was  either 
eligible  to  receive  or  was  receiving  Medical  Assistance.    In  essence, 
this  means  the  insurance  carriers  covering  the  insured  must  assume 
the  position  of  primary  payer. 

2)  The  insurance  carrier  is  released  from  any  legal  obligation  to  pay 
insurance  proceeds,  in  the  event  the  Department  of  Public  Welfare 
failed  to  bill  the  insurance  company  in  a  propitious  manner,  and  payment 
was  made  in  good  faith  to  the  insured  recipient. 

3)  The  State  has  the  right  to  perfect  a  lien  to  recover  money  expended 
for  medical  care,  on  behalf  of  a  I^fedicaid  recipient,  on  a  cause  of 
action  against  a  responsible  third  party  where  it  is  believed  that 
injuries  sustained  the  recipient  were  caused  by  the  negligence  of  a 
third  party.    A  responsible  third  party  may  be  an  insurance  company, 
an  individual  other  than  the  recipient,  or  a  private  firm. 

4)  The  Department  also  has  the  right  of  Subrogation.    This  provision  is 
utilized  primarily  in  cases  where  the  "absent  parent"  carries  hospital 
and/or  medical  insurance  on  behalf  of  his  or  her  dependent  children. 

5)  To  avoid  duplication  of  payment,  by  Medical  Assistance  and  the  insurance 
carrier,  on  any  bill  released  to  the  recipient,  the  medical  provider  must 
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clearly  indicate  on  the  billing  statement  that  reimbursement  is 
contemplated  by  the  Department.    Such  a  provision  prohibits  a  reci- 
pient from  submitting  a  claim  to  their  respective  insurance  company, 
thus  being  unduly  enriched  when  payment  by  Medicaid  is  made.  This 
provision  does  not  deny  the  recipient  the  right  to  receive  a  copy  of 
the  bill.    It  does,  however,  alert  the  insurance  companv  of  potential 
abuse  to  the  system.    While  the  insurance  carrier,  by  law,  would  be 
required  to  honor  the  claim,  identification  of  Medicaid  financial 
responsibility  results  in  the  insurance  carrier  contacting  the  Unit, 
and  appropriate  action  is  then  executed. 

6)    All  insured  recipients  are  required,  by  law,  to  assign  their  insurance 
proceeds  to  the  Department  as  a  criteria  of  initial  and  continuing 
eligibility  to  receive  Medical  Assistance.    This  assures  that  insurance 
proceeds  are  paid  directly  to  the  Department.    The  absence  of  such  a 
provision  frequently  results  in  insurance  proceeds  paid  directly  to 
the  recipient  in  that  the  insurance  company,  legally  and  contractually, 
must  honor  the  claim. 

The  Department  has  also  secured  legislation  mandating  assignment  of  auto  insurance 
proceeds.    Present  staffing  constraints  prohibit  us  from  billing  the  auto 
carrier  for  medical  services  rendered.    Hence,  this  responsibility  must  rest 
with  the  provider.    While  this  approach  is  not  as  effective,   (for  reasons  stated 
earlier) ,  as  the  direct  health  insurance  billing  approach,  we  are  in  a  position 
to  secure  the  required  assignment  for  the  provider's  use  in  the  adjudication  of 
auto  claims  when  necessary. 

While  concurrently  working  toward  the  passage  of  the  enabling  legislation, 
seminars  were  conducted  with  Minnesota  counties  to  acquaint  them  with  the 
program  and  to  seek  their  cooperation.    This  posed  many  difficulties,  in  that 
county  personnel  viewed  the  program  as  "just  2  more  forms  to  be  completed". 

Further  county  staff  involved  in  the  program  had  little,  if  any,  knowledge  of 
insurance  and  could  not  readily  differentiate  between  various  types  of  insurance. 
After  several  seminars  and,  shall  we  say,  some  "friendly  persuasion",  the 
counties  viewed  the  necessity  of  the  program  in  its  proper  perspective.  One 
might  assume  from  this  that  we  had  it  made,  but  their  enthusiasm  to  secure 
insurance  information  got  a  bit  out  of  hand  in  that  we  had  become  inundated 
with  information.    If  anyone  in  the  audience  has  grumbled  about  the  postal 
rates,  I  believe  we'll  have  to  accept  partial  responsibility  for  the  rate 
increase.    Thousands  of  insurance  forms  were  submitted  both  the  counties  and 
recipients ... everything  from  health  insurance  to  insurance  on  a  distant 
cousins'  burial  plot  was  received. 

Time  again  to  conduct  additional  seminars  to  assist  the  counties  in  identifying 
health  insurance  only.    Those  of  us  who  are  not  insurance  buffs  recognize 
by  the  yawns,  coughs,  and  reasons  to  leave  the  room,  realize  that  insurance 
instruction  is  not  apt  to  maintain  the  attention  of  an  audience  like  an 
X-rated  movie  might!    We  decided  to  stimulate  interest  by  working  with  the 
personal  health  contracts  of  each  county's  employees.    We  experimented  with 
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one  key  county  and  found  this  technique  to  be  extremely  effective.  There 
is  surely  no  doubt  that  health  insurance  has,  and  will,  affect  our  lives  at 
one  time  or  another. 

Because  of  the  effectiveness  of  such  a  technique,  we  spoke  with  several  counties 
concerning  additional  training  and  the  reception  was  overwhelnung . 

Documents  were  prepared  to  assist  county  personnel  in  the  form  of  policy 
bulletins  to  the  county.    A  pamphlet  entitled  "All  About  Insurance"  was  also 
distributed.    These  are  available  for  your  review.    We  are  presently  in  the 
process  of  compiling  a  glossary  of  insurance  terms  for  use  by  the  counties 
for  introduction  and  assistance  of  new  employees. 

It  should  be  noted  that  we  believe  Minnesota  is  unique  in  respect  to  encouraging 
the  payment  of  premiums  for  prudent  and  cost  effect  health  insurance  policies. 
While  exact  figures  are  not  available  due  to  the  short  time  we  have  been  in 
existence,  actuarial  assumption  bears  out  the  fact  that  continuity  of  cost 
effective  health  insurance  is  very  worthwhile  in  the  Title  XIX  Program  in 
Minnesota.    This  is  so  because  Medicaid  recipients  utilized  an  inordinate 
amount  of  medical  care.    There  are  several  reasons  for  such  high  utilization. 
Because  of  the  comprehensive  nature  of  the  "theory  of  risk  selection",  and 
the  amount  of  time  it  would  require  to  address  the  issue  at  this  time,  I 
have  copies  of  the  rationale  and  actual  statistics  for  your  review. 

In  anticipation  of  the  approach  implemented  in  Minnesota,  the  following  marketing 
factors  were  extensively  reviewed  and  considered: 

1)  We  believe  that  Minnesota  has  some  of  the  finest  medical  facilities 
in  existence.    In  an  effort  to  service  insurance  subscribers  and  meet 
the  financial  obligation  of  such  facilities,  the  insurance  industry 
promulgated  to  the  best  of  their  ability,  comprehensive  policies  on 
behalf  of  their  subscribers  thus  fulfilling  their  function  of  pro- 
tecting persons  against  health  perils.    This  resulted  in  Minnesota 
providing  fringe  benefits  in  the  form  of  adequate  group  health  insurance 
to  the  preponderance  of  Minnesota  employer/employees  groups. 

2)  In  reflection,  the  Minnesota  Insurance  statutes  were  modified  to  assure 
that  the  citizens  of  Minnesota  could  avail  themselves  of  insurance 
protection  to  adequately  meet  the  vital  necessity  of  medical  care... An 
example  being  that  terminating  employees  may  maintain  their  group 
coverage  for  themselves  and  eligible  dependents  for  up  to  6  months 
from  the  date  of  termination;  or  the  duration  of  illness  or  injury. 

Recently,  the  Minnesota  legislature  effected  a  catastrophic  health  insurance 
bill  which  mandates  minimum  certified  benefits.    In  fairness  to  the  industry, 
I  wish  to  state  that  in  most  instances  such  benefit  structure  has  been  available 
for  many  years  to  employer/employee  groups,  and  higher  benefit  structure  is 
now  available  through  individual  contracts  as  well. 

In  my  opinion,  the  insurance  industry  has  performed  admirably,  insofar  as  the 
Benefit  Recovery  Program  is  concerned.    Their  continuous  effort  to  provide 
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benefits  in  keeping  with  the  health  needs  of  Minnesota  citizens  is  also  commend- 
able. 

3)  Prior  to  the  implementation  of  the  Minnesota  Benefit  Recovery  Program, 
maintenance  and  continuity  of  health  insurance  was  not  necessarily 
encouraged.    Statistical  evidence  dictates  that  payment  of  insurance 
premiums  on  behalf  of  high  risk  potential  recipients  is,  in  fact, 
extremely  cost  effective.    Further,  individuals  have  a  right  to 
maintain  their  insurance  protection  and  should  not  be  penalized  because 
of  limited  financial  resources  due  to  illness  and/or  injury. 

4)  At  the  onset  of  the  Minnesota  Benefit  Recovery  program  approximately 
5-6%  of  Minnesota  recipients  were  covered  under  some  type  of  health 
insurance.    At  present,  approximately  12%  are  covered  under  health 
insurance  policies. 

In  summary,  to  effect  a  proper  and  adequate . computerized  system,  Minnesota 

began  its  program  on  a  manual  basis.    Because  of  the  substantial  increase 

in  insurance  coverage,  this  system  has  grown  into  an  administrative  monstrosity. 

It  has,  however,  served  an  essential  purpose  in  that  it  provided  the  initial 

flexibility  of  securing  complete  insurance  information  with  which  to  bill 

the  insurance  carrier. 
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MEDICAL  RECOVERY  IN  WASHINGTON 


Russell  Ward 
Office  of  Support  Enforcement,  Washington 


Title  XIX  of  the  Social  Security  Act  requires  that  the  various  states  take 
reasonable  measures  to  identify  and  utilize  other  available  resources  in  the 
payment  of  medical  assistance  costs  of  otherwise  eligible  assistance  recipients. 
In  the  State  of  Washington  this  is  set  forth  in  WAC  388-83-010  which  states: 

"All  other  resources  for  medical  care  available  to  the  recipient 
at  the  time  of  application  must  be  utilized  to  the  fullest  possible 
extent  in  the  payment  of  medical  care  provided  to  otherwise  eligible 
recipients  prior  to  any  participation  by  the  department. " 

Eligibility  for  any  type  of  assistance  (including  medical)  is  established  at 
the  local  level.    Any  medical  resources  should  be  identified  at  that  level 
and  the  information  regarding  potential  insurance  benefits  (private  health 
insurance,  Workmen's  Compensation,  etc.)  is  transferred  to  medical  identifi- 
cation booklets  (coupons) .    These  booklets  are  issued  each  month.    In  the 
case  of  "medical  only"  applicants  an  "award  letter"  is  issued  indicating 
potential  benefits  available  toward  the  medical  costs.    These  letters  may 
also  indicate  the  potential  third  party  benefits. 

Assistance  recipients  are  instructed  to  give  providers  a  coupon  at  the  time 
medical  care  is  received.  The  providers  are  instructed  to  question  the  recipient 
when  the  coupon  indicates  a  potential  insurance  benefit  and  report  the  same 
at  the  time  a  billing  is  submitted  (unfortunately  this  is  not  always  done)  . 
The  provider  is  also  instructed  to  report  on  the  billing  form  any  potential 
insurance  identified  by  them,  even  though  not  so  indicated  on  the  coupon. 

In  the  event  that  the  medical  care  is  the  result  of  an  injury  the  provider 
is  to  complete  an  "Injury  Report"  indicating  the  nature,  cause,  etc.  of  such 
injuries.    The  injury  report  is  to  be  submitted  with  the  providers  billing 
to  the  Professional  Audit  Unit.    All  bills  are  submitted  to  the  PAU  for 
payment. 

In  the  edit  procedure  all  cases  indicating  potential  insurance  or  trauma  are 
computer  identified  to  be  forwarded  to  the  T.P.U.    From  practical  experience 
it  has  been  found  advantageous  to  "override"  the  directing  to  the  TPU  in 
some  cases  and  make  payment  without  being  reviewed  by  the  TPU.    Such  cases 
would  involve  office  visits  for  a  dependent  or  other  routine  services  where 
it  has  been  found  that  insurance  does  not  regularly  pay.    In  cases  where  the 
supporting  data  accompaning  the  bill  may  indicate  no  possible  third  party 
benefits  available,  or  in  the  case  of  potential  health  insurance  when  previous 
records  may  indicate  that  the  particular  member  of  the  family  is  not  included 
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in  the  insurance  coverage,  the  bills  are  returned  to  PAU  for  payment  without 
further  investigation.    An  example  would  be  a  fall  at  the  home  for  which  no 
insurance  is  indicated,  or  it  has  been  identified  that  only  the  children  are 
covered  through  benefits  available  through  the  absent  parent  of  an  ADC  family. 

In  cases  where  a  health  insurance,  or  Workmen's  Compensation  has  been  identi- 
fied the  provider  is  advised  to  bill  such  insurance  and  notify  the  TPU  when 
payment  is  received.    Experience  in  the  State  of  Washington  has  indicated 
that  many  insurance  companies,  such  as  Blue  Cross,  Union  benefits,  etc.  may 
only  have  claims  originated  by  the  insured  and/or  the  provider.    We  have 
further  found  that  when  payment  is  made  by  the  agency  the  motivation  to  bill 
any  other  resource  is  greatly  diminished.    Or  in  the  case  of  Champus,  any 
payment  is  considered  as  insurance  available  and  further  payments  are  with- 
held by  Champus.    On  receipt  of  verification  of  payment  or  partial  payment 
by  the  insurance  company  the  information  is  noted  and  the  billing  returned 
to  Professional  Audit  for  payment  of  any  unpaid  portion.    When  a  bill 
is  received  and  insurance  is  noted  on  the  coupon  the  TPU  will  identify  the 
insurance  company  including  identifying  numbers  from  the  recipient  or  local 
office  and  such  information  is  forwarded  to  the  provider  with  the  recommen- 
dation to  bill  the  insurance  company  and  notify  the  TPU  on  receipt  of  the 
insurance  payment  or  the  rejection  notice. 

In  the  event  of  auto  accidents  when  the  responsible  insurance  carrier  has 
been  identified  and  it  is  determined  that  payment  will  be  made  promptly  by 
the  insurance  company,  the  TPU  returns  the  billing  to  PAU  indicating  that 
payment  is  to  be  made  by  the  insurance  company.    The  provider  is  also  so  notified. 
No  further  action  is  taken  by  the  TPU.    However  if  payment  is  to  be  deferred 
for  any  reason  such  as  litigation,  or  stabilizing  of  the  patients  condition, 
payment  may  be  authorized  by  the  TPU  and  a  subrogation  file  established.  This 
is  provided  for  under  RCW  74.09.180  which  stipulates  that  although  the 
department  is  not  responsible  when  the  injury  is  occasioned  by  negligence  or 
wrong  doing  of  another, the  department  may  furnish  assistance  and  subrogate 
to  the  recipients  right  of  recovery  to  the  extent  of  the  assistance  provided. 
A  lien  is  then  filed  with  the  County  Clerks  office  at  the  place  of  the  recip- 
ients address  and  all  parties  (insurance  company,  attorneys,  etc.)  are  notified 
of  our  right  of  subrogation.    The  TPU  then  authorizes  the  PAU  to  make 
payment  to  the  provider  and  the  TPU  becomes  responsible  for  the  recovery 
of  funds  expended.    The  provisions  of  RCW  74.09.180  stipulate  that  the  agency 
will  bear  its  proportionate  share  of  fees  and  costs  for  the  attorney  representing 
the  recipient.    At  the  time  of  the  consummation  of  a  settlement,  the  attorney 
and/or  insurance  company  is  provided  a  total  accounting  of  all  payments  made 
related  to  the  injury.    When  the  agency  has  been  reimbursed  a  release  of  lien 
is  issued  with  copies  to  all  parties  involved.    The  case  is  then  closed. 
Some  of  the  lien  cases  may  remain  open  for  months  or  even  years  pending 
settlement.    A  routine  inquiry  is  made  of  the  attorney  and/or  insurance  company 
during  the  pendancy. 

Another  phase  of  recovery  pursued  by  the  TPU  involves  recovery  of  funds  paid 
for  which  insurance  had  not  been  noted  at  any  previous  time.    When  any  vendor, 
or  any  other  source,  indicates  payment  by  an  insurance  company,  or  a  recipient 
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has  requested  a  copy  of  the  bill  for  insurance  purposes  such  information  is 
pursued.    Payment  history  is  requested  or  secured  from  available  fiche  and 
all  vendors  are  notified  to  bill  the  insurance  company.    At  the  same  time 
the  TPU  may  make  direct  contact  with  the  insurance  company  to  verify  benefits 
available  or  benefits  already  paid.    Such  funds  are  then  recovered  by  the  TPU. 

The  TPU  operates  under  the  jurisdiction  of  the  Office  of  Support  Enforcement. 
This  is  occasioned  by  the  fact  that  the  majority  of  claims  involve  the 
children  of  ADC  families.    Our  experience  indicates  that  many  of  these  dependents 
have  benefits  available  through  the  absent  parent's  group,  insurance,  union 
benefits,  champus,  etc.    The  TPU  has  been  pursuing  this  resource  for  a  limited 
time  but  the  indications  are  that  this  has  great  potential.  Information 
regarding  this  potential  resource  is  gathered  through  questionnaires  prepared 
by  the  Field  Offices  as  well  as  forms  originating  from  the  TPU.  Information 
is  also  gathered  from  the  ADC  mother,  the  absent  father,  the  employer,  union, etc. 

The  TPU  operates  with  a  staff  of  two  "professionals"  and  five  clerical  persons. 
Until  recently  an  average  of  about  2000  documents  were  reviewed  each  month 
resulting  in  the  establishing  of  about  1000  cases.    Within  the  last  few 
months  a  new  computer  program  has  resulted  in  reviewing  approximately  8000 
documents  per  month.    We  have  not  had  time  to  assess  the  impact  of  the 
new  program  but  it  is  felt  that  the  recovery  potential  is  to  increase  substan- 
tially.   The  TPU  in  Washington  State  has  functioned  since  1968.    We  have  seen 
the  recovery  increase  from  approximately  $180,000  per  year  to  in  excess  of 
$3,000,000  during  the  fiscal  year  ending  June  30,  1976.    Our  operating  cost 
of  recovery  is  approximately  2%  of  recoveries. 
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PROBLEMS  IN  IMPLEMENTING 
THIRD  PARTY  LIABILITY  PROGRAMS 


Alan  S.  Zipp,  Supervisory  Auditor 
U.S.  General  Accounting  Office 


MEDICAID  AND  THIRD  PARTY  LIABILITY 

Medicaid— enacted  by  the  Social  Security  Amendments  of  1965 — provides 

for  grants  to  States  for  medical  assistance  programs.    The  purpose  of 

Medicaid  is  to  enable  States  to  provide  a  medical  assistance  program  for  people 

with  low  incomes.    It  makes  funds  available  to  States  to  meet  the  costs  of 

medical  care  for  individuals  whose  income  and  resources  are  insufficient 

to  pay  the  cost  of  necessary  medical  services. 

The  Congress  intended,  as  pointed  out  in  a  Senate  Finance  Committee  Report, 
(No.  90-744  November  14,  1967),  that  the  medical  expenses  of  a  person  eligible 
for  Medicaid  would  not  be  paid  by  Medicaid  if  a  third  party  had  a  legal  obligation 
to  pay  for  such  care.    The  report  said  that  "it  is  obvious  that  many  people 
need  medical  care  because  of  an  accident  or  illness  for  which  someone  else 
has  fiscal  liability;  for  example,  a  health  insurer,  or  a  party  who  is 
determined  by  a  court  to  have  legal  liability." 

In  order  to  insure  that  Medicaid  would  not  pay  for  services  for  which  a  third 
party  is  liable,  the  Congress  required  each  State  to  take  all  reasonable  meas- 
ures to  ascertain  the  legal  liabilities  of  third  parties  to  pay  for  covered 
medical  services.    The  Social  Security  Act  requires  that  each  State  treat 
such  legal  liability  as  a  resource  of  the  individual  on  whose  behalf  the 
care  and  services  are  made  available. 

Federal  regulations  prohibit  a  State  from  making  a  claim  for  reimbursement 
from  the  Federal  government  where  it  disregards  a  known  liable  third  party, 
or  fails  to  take  reasonable  steps  to  ascertain  the  existence  of  a  liable  third 
party.    In  addition,  the  Social  Security  Act  requires  that  in  any  case,  where 
a  legal  liability  is  found  to  exist  after  medical  assistance  has  been  made 
available  on  behalf  of  the  individual,  the  State  will  seek  reimbursement 
for  such  assistance  to  the  extent  of  such  legal  liability. 

The  term  third  party  includes  an  individual,  institution,  corporation,  or 
a  public  or  private  agency  who  is  or  may  be  liable  to  pay  all  or  part  of  the 
medical  cost  of  injury,  disease  or  disability  of  an  applicant  or  recipient 
of  medical  assistance. 

STATES  HAVE  NOT  IMPLEMENTED 
COMPREHENSIVE  THIRD  PARTY  PROGRAMS 
AS  INTENDED  BY  THE  CONGRESS 

Although  the  intent  of  the  law  is  clear,  historically  States  have  not  implemented 
comprehensive  third  party  programs  to  identify  Medicaid  costs  which  should 
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be  paid  by  liable  third  parties. 

Over  the  years,  at  least  37  HEW  Audit  Agency  reports  have  cited  deficiencies 
in  State  third  party  programs.    In  1969,  for  example,  an  HEW  audit  of  the 
medical  assistance  program  in  Kentucky  found  that  bills  were  being  paid  from 
Medicaid  funds  without  any  assurance  that  health  care  providers  had  attempted 
to  collect  these  costs  from  liable  third  parties  before  requesting  payment  from 
the  State  Medicaid  agency.    Three  years  later,  a  1972  HEW  follow-up  audit 
reported  that  Kentucky  had  not  taken  sufficient  action  to  resolve  the  third 
party  resources  problem.    Another  follow-up  audit  in  1975,  six  years  after 
the  original  audit,  reported  that  corrective  action  still  had  not  been  taken 
by  Kentucky. 

Two  HEW  Audit  Agency  reports  issued  during  1976  also  pointed  out  that: 

—  In  California,  delays  in  third  party  collections  resulted  in  interest 
costs  to  the  Federal  and  State  governments.    Also,  the  counties  did  not 
furnish  sufficient  information  to  the  State  to  bill  insurance  companies. 

—  In  Massachusetts,  $8.8  million  of  Medicaid  payments  were  made  from  May 
1973  through  April  1975  without  determining  the  liability  of  third-party 
insurers.    These  payments  were  made  on  behalf  of  17,113  active  cases 
that  were  identified  on  the  recipient  master  file  as  having  health 
insurance  coverage  as  of  May  31,  1975. 

In  1970,  a  General  Accounting  Office  report  on  "Improvements  Needed  in  the 
Administration  of  the  Iowa  and  Kansas  Medicaid  Programs  by  the  Fiscal  Agents," 
identified  problems  in  third  party  liability  area.    We  recommended  that  HEW 
provide  guidelines  requiring  the  States  to  identify  Medicaid  recipients  who 
have  private  health  insurance  coverage  and  provide  this  information  to  the 
Medicaid  claims  processing  agents.    HEW  did  not  agree  that  guidelines  were 
necessary,  and  none  were  issued,  at  that  time. 

In  1975,  the  General  Accounting  Office  again  reviewed  third  party  liability 
programs.    Our  report,  covering  audit  work  in  six  States  will  be  issued  in 
the  near  future. 

In  April  1976,  S.D.  Leidesdorf  &  Co.,  a  certified  public  accounting  firm, 
under  contract  with  HEW,  issued  a  report  on  its  review  of  New  York's  third 
party  program.    The  report  stated  that  for  the  six-month  period,  from  October  1, 
1974  to  March  31,  1975,  a  sample  of  paid  claims  indicated  that  over  $39  million 
was  paid  in  the  New  York  City  area  without  adequate  consideration  of  third 
party  resources.    The  report  stated  that  prior  audits  by  the  State  indicated 
that  the  availability  of  third  party  health  insurance  payments  was  not  being 
explored  thoroughly  by  local  districts  for  all  families,  parti cularily  in  those 
situations  where  the  legally  responsible  relative  is  absent  from  the  home 
and  has  or  can  provide  in-patient  hospital  coverage.    Additional  State  audits 
reported  the  continued  existence  of  deficiencies  on  the  part  of  local  social 
service  districts  in  identifying  and  utilizing  health,  hospital  and  accident 
insurance  benefits  available  to  the  Medicaid  applicant  or  recipient. 
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The  accounting  firm's  report  stated  that  its  review  of  the  implementation 
of  the  third  party  program  in  New  York  City,  and  Nassau  and  Westchester 
Counties,  indicated  the  continued  need  for  improvements.    The  report  illustrated 
a  problem  regarding  public  assistance  recipients  who  are  presumed  Medicaid 
eligible  and  for  whom  no  further  eligibility  verification  is  made.    In  these 
cases  no  provision  was  made  for  including  third  party  information  in  their  files. 
Accordingly,  the  claims  processing  department  was  not  provided  with  any  infor- 
mation with  which  to  establish  third  party  coverage.    The  auditors  reported 
that  a  number  of  instances  were  found  where  third  party  liability  was  indicated 
or  constituted  a  potential  source  of  payment.    However,  because  the  claims 
processing  department  did  not  have  access  to  this  information,  it  was  pre- 
cluded from  the  necessary  follow-up  action.    Their  review  of  medical  assistance 
files  disclosed  instances  where  potential  third  party  coverage  such  as  health 
insurance  was  indicated  but  not  pursued. 

STATES  HAVE  NOT  REPORTED 
THIRD  PARTY  COLLECTIONS 
IN  THE  SAME  WAY 

Federal  regulations  require  that  States  promptly  report  the  Federal  share 
of  collections  on  quarterly  expenditure  reports  which  are  submitted  to  HEW. 
However,  according  to  HEW  financial  reporting  guidelines,  States  may  report 
collections,  from  any  source,  as  either  a  separate  item  called  "collections", 
or  they  may  report  the  amount  of  funds  expended  less  any  amounts  collected. 
Consequently,  States  reporting  only  the  net  expenditures  made  have  not  shown 
collections  as  a  separate  item.    In  addition  no  distinction  was  made  between 
collections  from  third  party  sources  and  any  other  collections  including  refunds 
from  errors  and  reimbursements  from  institutional  providers  under  the  cost 
settlement  process. 

The  following  examples  illustrate  some  of  the  different  methods  used  by  States 
to  account  for  and  report  third  party  collections: 

—  Oregon  credited  third  party  recoveries  to  the  program  category  of  the 
recipient,  such  as  AFDC,  or  Aid  to  the  Blind,  rather  than  the  Medicaid 
program. 

—  Nevada  and  California  reduced  Medicaid  program  costs  by  the  amount  of  third 
party  recoveries  and  reported  only  net  program  expenditures. 

—  Maryland  reduced  total  program  costs  by  netting  recoveries  against 
expenditures  for  hospital,  physician,  pharmacy,  dental,  and  home  health 
medical  care.    However,  recoveries  for  medical  care  in  other  health  care 
facilities  and  State  hospitals,  were  reported  as  collections. 

—  Washington  reported  its  recoveries  as  collections,  however,  third  nartv 
funds  were  comingled  with  and  not  identifiable  from  other  Medicaid  reimburse- 
ments, although  the  agency  could  internally  account  for  third  party  reimburse- 
ments. 
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According  to  fiscal  year  1974  HEW  Medicaid  statistics,  over  half  of  the 
States  reported  no  collections  from  any  source,  including  liable  third  parties. 
Although  this  does  not  mean  that  over  half  of  the  States  do  not  have  third 
party  programs,  it  does  indicate  that  the  various  reporting  and  accounting 
procedures  used  by  the  States  result  in  statistics  which  are  misleading. 
Because  HEW  had  not  required  the  States  to  submit  meaningful  reports  on  their 
third  party  programs  it  could  not  compile  accurate  statistics  on  State 
collection  efforts  nor  monitor  and  evaluate  their  programs.    However,  third 
party  guidelines  issued  on  June  4,  1976,  require  States  to  report  third 
party  collections  made  by  the  States  by  providers. 

ONE  PROBLEM  WAS  THE 
LACK  OF  HEW  GUIDANCE 

Under  the  Social  Security  Act,  HEW  must  develop  program  policies  and  regulations, 
and  must  ensure  compliance  with  Federal  legislation.    However,  in  the  third 
party  area,  HEW  had  done  little  in  the  past  to  ensure  compliance  with  the  law 
requiring  States  to  take  all  reasonable  measures  to  identify  and  collect  from 
liable  third  parties  or  even  to  assist  and  encourage  States  to  establish 
comprehensive  third  party  programs.    On  June  4,  1976,  HEW  published  guidelines 
to  assist  the  States  in  establishing  comprehensive  third  party  programs. 
The  guidelines  provide  for  the  reporting  of  third  party  collections  and 
avoidance  in  order  to  provide  HEW  some  basis  to  monitor  and  measure  the 
effectiveness  of  State  third  party  programs.    Prior  to  these  guidelines,  each 
State  had  to  develop  its  own  program  without  the  benefit  of  uniform  procedures 
or  program  guidance. 

In  January  1974,  HEW  issued  internally  a  review  guide  for  third  party  programs 
which  might  have  provided  assistance  to  the  States.    The  guide  identified  ele- 
ments which  should  be  included  in  all  State  third  party  programs.    The  guide 
outlined  a  method  by  which  both  HEW  and  the  States  could  have  evaluated  the 
effectiveness  of  third  party  programs,  but  HEW  never  made  it  available  to  the 
States.    According  to  HEW  officials,  the  guide  was  intended  to  be  used  by  HEW 
reviewers  in  evaluating  State  third  party  programs.    However,  as  of  December 
1975,  the  guide  had  not  been  used  to  review  any  State  program,  and  States 
had  not  been  informed  of  what  was  expected  of  their  third  party  programs. 

ANOTHER  PROBLEM  IS 

DETERMINING  WHAT  A  COMPREHENSIVE 

THIRD  PARTY  PROGRAM  INCLUDES 

The  Social  Security  Act  requires  States  to  take  all  reasonable  measures  to 
identify  and  collect  Medicaid  costs  from  liable  third  parties;  and  the 
assumption  is  that  if  a  State  takes  all  reasonable  measures,  it  has  a  compre- 
hensive third  party  program.    However,  prior  to  issuance  of  the  June  1976 
guidelines  HEW  had  not  defined  what  reasonable  measures  were  expected  of  the 
States,  nor  told  the  States  what  elements  a  comprehensive  third  party  program 
should  include. 

before  an  evaluation  can  be  made  of  a  third  party  program,  it  is  necessary 
to  define  what  is  meant  by  a  third  party  program.    Nearly  all  States,  for 
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example,  take  some  measures  to  insure  that  Medicaid  and  Medicare  do  not  pay 
the  same  claim;  and  this  procedure  can  appropriately  be  included  in  a  third 
party  program.    However,  in  my  opinion,  a  comprehensive  third  party  program 
should  also  include  the  following  elements — many  of  which  are  also  recommended 
in  HEW's  June  1976  guidelines. 

—  There  should  be  an  organization  responsible  for  the  program  and  the 
exploration  of  all  areas  of  potential  third  party  resources. 

—  There  should  be  procedures  for  obtaining  and  updating  third  party  resource 
information  on  each  recipient  and  this  information  should  be  placed  in 
the  master  files. 

—  There  should  be  screening  and  edit  procedures  to  match  all  claims  from 
providers  against  third  party  information  on  file. 

—  There  should  be  screening  criteria  for  all  claims  to  identify  diagnostic 
and  procedures  codes  which  may  indicate  third  party  liability  in  accident 
and  trauma  cases. 

—  There  should  be  procedures  which  delineate  the  steps  to  be  taken  on  edited 
claims  by  personnel  of  the  third  party  department. 

—  There  should  be  personnel  assigned  for  investigative,  collection,  and  follow- 
up  activities. 

■ —  There  should  be  a  system  of  reporting  and  accountability  for  collections, 
avoidances,  and  other  efforts  of  the  third  party  program  department. 

When  these  elements  exist  within  a  State  Medicaid  program,  it  could  be  said 
that  there  is  a  comprehensive  third  party  liability  program.    When  all  of 
these  items  are  operational  and  working  well,  there  is  also  an  effective  third 
party  program.    The  program  will  be  made  cost  effective  only  after  analysis  of 
the  amounts  recovered  or  avoided  in  relation  to  the  cost  of  the  program. 
Based  on  this  analysis,  a  determination  can  be  made  as  to  how  far  a  claim 
should  be  pursued  in  relation  to  its  value. 

Each  State  has  a  unique  Medicaid  program  with  its  unique  set  of  administrative 
procedures.    It  is  because  of  these  different  system    that  a  single  set  of 
procedures  for  a  nationwide  third  party  program  is  not  practicable.  However, 
all  of  the  elements  described  should  be  common  to  all  State  programs.  The 
implementation  of  a  third  party  program,  in  any  State,  can  be  designed  to  fit 
within  the  existing  Medicaid  program  procedures. 

ANOTHER  PROBLEM  IS 

STATE  LAWS  AND  REGULATIONS 

Another  problem  in  the  implementation  of  comprehensive  third  party  programs 
is  the  enactment  of  State  laws  which  result  in  Medicaid  being  placed  in  a 
primary  liability  position,  even  though  insurance  coverage  would  otherwise 
be  available.    For  example,  Hawaii  enacted  a  State  law  which  requires  all 
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motorists  to  have  no-fault  automobile  insurance.    The  law  specifically  provides 
that  all  public  assistance  drivers  will  be  covered  under  a  no-fault  policy. 
The  Hawaii  law  sets  forth  the  required  no-fault  benefits,  which  includes  all 
reasonable  and  appropriate  expenses  of  medical  care,  rehabilitation,  com- 
pensation for  earnings  loss  and  incidental  non-inedical  expenses  incurred 
as  a  result  of  the  accidental  harm,  up  to  an  aggregate  maximum  of  $15,000 
per  person.    The  law  establishes  a  right  to  these  benefits  on  behalf  of  any 
no-fault  insured  party  who  is  injured  in  an  automobile  accident  within  or  out- 
side the  State  of  Hawaii. 

The  law  has  a  catch  with  regard  to  Medicaid  recipients.    A  provision  is  contained 
in  the  Hawaii  law  which  states,  "all  no-fault  benefits  shall  be  paid  secondarily 
and  net  of  any  benefits  a  person  receives,  because  of  the  accidental  harm, 
from  social  security  laws,  workmen's  compensation  laws,  or  public  assistance 
laws".    As  a  result  of  this  provision,  the  automobile  medical  insurance  coverage 
is  not  treated  as  a  liable  third  party  in  Hawaii  and  Medicaid  is  considered 
as  the  primary  resource. 

Other  States  have  laws  which  could  allow  Medicaid  to  be  placed  in  a  primary 
liability  role.    For  example: 

—  The  State  of  Michigan's  no- fault  law  states  that  benefits  provided 
under  the  laws  of  any  State  or  the  Federal  government  shall  be  subtracted 
from  the  insurance  benefits  otherwise  payable  for  injury. 

—  The  Oklahoma  Insurance  Commissioner  has  approved  insurance  policies  which 
contain  a  provision  that  limits  the  insurance  company's  liability  to  the 
amount  not  covered  by  Medicaid. 

—  In  Oregon,  an  insurance  company  issues  policy  contracts  with  an  exclusion 
that  states  that  the  uninsured  motorist  provisions  do  not  inure  to  the 
benefit  of  the  U.S.  Government,  which  presumably  could  include  Medicaid. 

—  In  Alaska,  an  insurance  company  excludes  coverage  for  services  provided 
by  the  U.S.  Government  or  any  instrumentality  thereof,  which  could  be 
interpreted  to  include  Medicaid. 

—  A  California  insurance  company  has  a  provision  in  some  of  its  policies 
which  excludes  coverage  for  a  service  to  the  extent  any  benefit  is  provided 
by  any  law  or  governmental  program  under  which  the  individual  is  or  could 
be  covered. 

ANOTHER  PROBLEM  IS  A 
RELUCTANCE  OF  STATES  TO 
ADEQUATELY  FUND  THE  PROGRAM 

The  establishment  and  staffing  of  a  third  party  department  within  the  State 
Medicaid  program  usually  requires  legislative  action  by  the  State.  In  some 
cases,  State  legislators  may  be  reluctant  to  commit  the  necessary  resources. 

Many  factors  can  cause  problems  in  the  creation  of  a  State  third  party  program. 
For  example,  vested  interests  of  health  insurance  companies,  who  would  be 
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primarily  liable  if  they  were  identified  as  providing  coverage  to  Medicaid 
recipients,  could  be  a  strong  influence  to  legislators  against  the  establish- 
ment of  a  third  party  program,  in  some  cases.    Various  influences  by  social 
and  welfare  groups  to  prevent  an  invasion  of  privacy  of  recipients  in  the  collec- 
tion of  potential  third  party  liability  data  by  caseworkers  could  be  a  factor 
preventing  the  establishment  of  a  third  party  department.    Social  attitudes, 
in  some  States,  have  resulted  in  laws  or  regulations  which  prevent  recovery 
from  the  estates  of  deceased  recipients,  although  this  is  authorized  by  the 
Social  Security  Act. 

Every  facet  of  endeavor  is  faced  with  a  need  to  maximize  results  by  using  scarce 
and  limited  resources.    It  is  the  ordering  of  the  priorities  that  dictates  when 
and  where  the  limited  resources  will  be  used.    When  the  establishment  of  a 
comprehensive  third  party  program  is  given  a  low  priority  because  of  the  need 
for  additional  people  which  are  not  provided  because  of  funding  limitations, 
a  dichotomy  of  sorts  results.    This  is  the  case  because  by  adequately  staffing 
a  third  party  department,  additional  funds  could  be  generated  which  far  exceed 
the  cost  of  the  personnel.    Some  State  efforts  have  shown  that  the  cost  of  their 
third  party  programs  have  been  about  three  to  four  percent  of  the  amounts 
collected. 

ANOTHER  PROBLEM  IS  THE 
ORGANIZATION  OF  THE  STATE 
THIRD  PARTY  DEPARTMENT 

Another  problem  for  identification  is  the  organization  of  a  third  party  depart- 
ment within  the  Medicaid  agency,  and  its  authority  over  the  eligibility  deter- 
mination and  claims  processing  procedures.    In  some  cases,  a  third  party 
department  is  set  aside  from  the  program  operations  with  little  or  no  influence 
over  those  processes  so  vital  to  the  success  of  a  third  party  program. 

In  order  to  establish  a  comprehensive  third  party  program,  a  department  or 

unit  must  be  created  which  has  some  influence  in  a  number  of  operating  departments. 

For  example,  the  most  critical  aspect  of  a  comprehensive  program  is  the  point 

of  eligibility  deternrlnation  where  potential  third  party  resources  are  identified. 

Too  often,  caseworkers  are  so  overburdened  with  the  number  of  cases  they  must 

handle  that  little  time  is  available  to  identify  insurance  coverage  or  other 

potential  liable  third  party.    Sometimes  caseworkers  may  not  be  encouraged 

to  develop  this  information.    Then  too,  when  information  is  obtained  regarding 

third  party  liability,  by  caseworkers,  it  is  often  kept  in  local  office  files 

and  not  sent  to  the  claims  processing  centers.    No  screening  system  no  matter 

how  effective,  at  the  claims  processing  stage,  can  edit  claims  for  third  party 

insurance  coverage  if  such  coverage  is  not  identified  and  recorded  in  the 

master  files.    Consequently,  the  third  party  department  must  have  influence 

over  the  eligibility  determinations  process  to  improve  the  information  gathering 

for  liable  third  party  resources. 

The  third  party  department  must  have  influence  in  the  areas  of  master  file 

maintenance  and  claims  processing.    Current  third  party  information  must 

be  maintained  in  the  master  file  and  edit  procedures  established  and  followed. 
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Each  claim  must  be  edited  against  the  master  file  for  each  recipient  to 
identify  a  possible  liable  third  party  or  resource. 

The  third  party  department  must  have  adequate  staff  to  follow-up  on  edited 
claims  before  the  claim  is  paid  by  Medicaid.    Diagnostic  and  procedures  code 
edits  should  be  followed  up  for  indications  of  accident  and  trauma  situations 
which  might  lead  to  the  identification  of  a  liable  third  party.    All  edited 
claims  should  be  referred  to  the  third  party  department  for  analysis  and  action. 
Although  some  claims,  such  a    pharmaceutical,  optical,  or  dental,  may  be 
small  in  amount,  when  they  are  combined  with  claims  from  other  providers  for 
a  related  illness  or  accident,  they  may  result  in  a  substantial  claim  against 
a  third  party.    While  the  cost  effectiveness  of  follow-up  should  not  be 
disregarded,  the  third  party  department  should  make  the  decision  for  follow-up, 
rather  than  the  claims  editing  department  through  an  arbitrary  procedure  of 
not  identifying  claims  with  potential  third  party  liability  under  a  certain 
dollar  amount. 

The  third  party  department  plays  a  vital  role  in  a  comprehensive  third  party 
program.    It  can  fix  responsibility  for  activities  which  involve  numerous 
other  departments.    It  can  provide  a  comprehensive  examination  of  a  Medicaid 
recipient's  use  of  program  benefits  and  the  availability  of  third  party  resources 
to  pay  for  these  benefits.    The  department  can  explore  many  potential  sources 
of  third  party  resources  including  estates,  legal  actions  initiated  by  a 
Medicaid  recipient  against  a  third  party,  liability  of  an  insured  absent  parent, 
and  enforcement  of  court  ordered  child  support  and  responsibility  payments. 

ANOTHER  PROBLEM  RELATED  TO 
STATE  PAYMENT  PROCEDURES 

Some  States,  like  California  and  Alabama,  ignore  potential  third  party  liability 
before  claims  are  paid.    These  States  pay  a  provider's  claim  immediately  upon 
receipt  and  take  it  upon  the  State  to  collect  from  liable  third  parties. 
This  not  only  results  in  additional  work  for  the  State,  but  it  creates  an  incen- 
tive for  providers  to  bill  Medicaid,  rather  than  an  insurance  company. 

Some  States  have  increased  the  effectiveness  of  their  third  party  programs 
by  screening  all  claims  before  Medicaid  payment  and  returning  claims  indicating 
insurance  coverage  to  the  providers  for  collection.    Health  care  providers, 
such  as  hospitals,  have  efficient  billing  procedures  for  insurance  coverage. 
If  it  is  known  that  Medicaid  will  not  pay  a  claim  with  insurance  coverage, 
the  providers  will  probably  find  it  more  effective  to  bill  the  insurance  com- 
pany first  and  then  bill  Medicaid  for  any  non-covered  charges.    Under  this 
procedure,  Medicaid  costs  can  be  avoided,  administrative  collection  efforts 
can  be  reduced,  and  third  parties  can  pay  a  larger  share  of  Medicaid  recipients' 
medical  costs. 

SRS  EXPECTS  MEDICAID  SAVINGS 

At  Congressional  hearings,  the  Administrator,  Social  and  Rehabilitation  Service, 
said  "some  States  have  achieved  reductions  in  Medicaid  costs  through  procedures 
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which  defer  Medicaid  payments  or  recoup  Medicaid  payment  where  the  eligible 
individuals  may  have  payment  due  from  workmen's  compensation  insurance,  insurance 
protection  from  employment,  or  an  absent  parent's  insurance  policy."  He 
said  "improved  procedures  could  identify  where  such  possibilities  exist  and 
lead  to  deferral  or  recovery  of  payment".    In  April  1975,  he  estimated  that 
through  enforcement,  fiscal  year  1976  savings  of  $17  million  could  be  expected. 
The  Administrator  stated  that  SRS  will  intensify  its  financial  management 
activities  to  assure  that  State  Medicaid  agencies  are  not  paying  for  health 
care  services  where  there  is  another  third  party,  such  as  an  insurance  company, 
liable. 

EXAMPLES  OF  EFFECTIVE 
STATE  PROCEDURES 

In  June  1974,  the  Chief  of  the  Medical  Assistance  Recoveries  Unit,  Maryland 
Department  of  Health  and  Mental  Hygiene,  conducted  a  survey  of  State  third 
party  programs  nationwide.    Although  no  State  has  been  identified  as  having 
a  completely  effective  and  comprehensive  program,  many  have  cost  effective 
elements.    The  following  examples  of  effective  program  elements  reported  by 
various  States  include: 

—  The  Alabama  program  was  staffed  with  13  people  and  had  been  very 
successful  in  its  activities.    A  large  percentage  of  the  Medicaid  claims 
were  related  to  accidents  and  its  recovery  in  this  area  had  been  excellent 
due  to  cooperation  from  the  State  attorneys,  courts,  and  insurers. 

—  The  Florida  program  applied  primarily  to  those  Medicaid  eligible  cases 
served  who  have  some  manner  of  individual  or  group  hospitalization ,  health, 
or  loss  of  income  protection  in  the  form  of  an  insurance  contract.  In 
Florida,  they  found  that  approximately  10%  of  the  Medicaid  eligibles  have 
some  type  of  assignable  insurance  resource  available. 

--  A  New  Hampshire  official  reported  that  it  is  their  practice  to  freeze  the 
account  of  a  medical  assistance  recipient  as  scon  as  they  learn  he  was 
involved  in  an  accident.  The  account  remains  frozen  (that  is,  no  medical 
bills  are  paid)  until  they  have  had  an  opportunity  to  investigate  the 
accident  to  determine  who  was  at  fault.  In  addition,  for  the  fiscal  year 
ended  June  30,  1973,  New  Hamphire  collected  reimbursement  from  99  estates 
in  the  amount  of  $173,291. 

—  In  New  Jersey,  if  other  insurance  coverage  is  shown  on  the  Eligibility 
File,  the  payment  is  denied  and  the  claim  is  returned  to  the  provider 
with  instructions  to  bill  the  other  insurance  and  then  subsequently  file 

a  claim  with  Medicaid  for  any  eligible  difference  between  payment  received 
and  charges.    The  State  requires  that  all  providers  and  hospitals  notify 
the  Medicaid  agency  whenever  a  recipient,  insurance  representative,  or 
an  attorney  requests  a  copy  of  a  medical  bill.    These  requests  are  inves- 
tigated for  possible  third  party  liability.    The  State's  four  staff  unit 
is  averaging  about  $100,000  per  month  in  cash  recoveries,  and  avoiding 
payments  on  claims  with  private  insurance  at  the  rate  of  $150,000  per  month. 
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New  Mexico  routinely  sets  aside  claims  for  services  due  to  accident- 
related  injuries  for  investigation  of  possible  third  party  resources 
before  payment  is  made. 

A  Pennsylvania  official  estimated  that  about  $565,000  is  recovered  annually 
from  Medicaid  recipients  who  receive  damage  awards  or  whose  estates 
reveal  unreported  resources. 

Rhode  Island  established  a  policy  of  notifying  the  provider,  where  third 
party  liability  is  known  or  suspected,  that  no  reimbursement  through  Medi- 
caid can  be  expected  until  the  limits  of  the  third  party  liability  have 
been  exhausted. 

South  Carolina  uses  a  random  sampling  method  to  question  recipients  for 
whom  bills  have  been  submitted  to  check  on  whether  providers  have  adequately 
billed  liable  third  parties.    Through  the  use  of  such  labor  saving  devices 
as  form  letters  and  careful  screening  of  claims  for  investigation,  South 
Caroling  is  able  to  handle  this  program  with  two  clerks,  one  full-time 
field  man,  and  a  supervisor. 

Tennessee  procedures  were  designed  to  rely  upon  routine  billing  and  claims 
processing  as  much  as  possible  for  third  party  recoveries.    This  was 
accomplished  by  having  the  providers  identify  recipients  with  a  third  party 
resource  and  reflect  this  information  on  the  billing  form.    Medicaid  then 
pays  only  for  the  covered  services  which  were  not  covered  by  the  third 
party  resource.    This  procedure  resulted  in  savings  of  at  least  $50,000 
per  month. 

The  Virginia  Medicaid  identification  cards  list  other  medical  resources 
a  recipient  has  and  the  provider  of  care  must  bill  those  resources  before 
billing  Medicaid. 

Washington  State  reported  that  for  the  year  ended  June  1974,  cash  reimburse- 
ments from  liable  third  parties  totalled  $535,313  and  avoidance  of  Medicaid 
payments  because  of  third  party  resources  exceeded  $1.25  million.  Their 
operating  costs  for  the  third  party  program  for  this  period  were  $60,792, 
about  3.4  percent  of  Medicaid  savings. 

Maryland  has  a  procedure  for  accident  cases  which  requires  the  hospitals 
to  notify  the  third  party  unit  when  an  inquiry  is  received  for  the  medical 
records  of  a  Medicaid  recipient.    The  information  provided  is  used  as 
a  basis  for  follow-up  to  identify  possible  third  party  liability.  Recovery 
is  also  made  from  the  estates  of  deceased  recipients.    Information  in 
this  area  is  gathered  through  a  computerized  Estate  Notice  System.  Each 
month  all  deaths  in  the  State  are  compared  to  the  Medicaid  eligibility 
rolls.    The  computer  prints  cards  for  every  deceased  Medicaid  recipient 
over  age  65.    These  cards  are  then  sent  to  the  Register  of  Wills  for  the 
recipient's  county  of  residence.    When  an  estate  has  been  opened  for  a 
recipient,  the  card  is  filled  out  and  returned  to  the  third  party  program 


70 


unit  for  appropriate  action.    A  total  of  $663,000  was  recovered  in  Maryland 
for  fiscal  year  1974  at  a  cost  of  3.55  percent  of  collections.  The 
Maryland  program  is  staffed  by  one  full-time  chief  and  a  part-time  secretary. 
In  addition,  Maryland  seeks  recovery  in  paternity  cases  where  the  father 
is  required  to  pay  for  the  medical  costs  associated  with  the  pregnancy. 

EXAMPLES  OF  PROCEDURES 

WHICH  LIMIT  PROGRAM  EFFECTIVENESS 

Various  procedures  reported  by  the  States  reflect  areas  where  third  party 
liability  is  not  investigated  and  action  is  not  taken  to  seek  recovery  of 
Medicaid  costs.    In  addition,  other  procedures  were  reported  which  seem  to 
limit  third  party  program  effectiveness.    Some  of  these  examples  include: 

—  Alabama  makes  payment  on  behalf  of  Medicaid,  and  third  party  claims  are 
investigated  after  this  payment. 

—  Alaska  relies  on  the  providers  to  determine  whether  all  other  payment 
sources  have  been  exhausted  and  does  not  have  a  separate  recovery  unit. 
Alaska  reported  that  it  imposes  no  liens  or  encumbrances  against  the 
estates  of  Medicaid  recipients. 

—  Florida  reported  that  it  does  not  have  any  specific  procedures  on  third 
party  liability  as  in  the  case  of  a  Medicaid  eligible  being  the  injured 
victim  in  an  auto  accident  with  a  subsequent  suit  for  damages.    An  official 
pointed  out  that  State  statutes  are  devoid  of  any  legislation  on  this  parti- 
cular point;  and  State  and  county  courts  are  rather  difficult  to  convince 
on  the  basis  of  Federal  legislation. 

—  The  Mississippi  program  stipulates  that  a  provider  may  simultaneously  bill 
both  Medicaid  and  a  third  party  insurance  compnay  with  the  expectation 

of  receiving  full  benefits  from  both  policies  to  determine  which  will  pay 
the  greater  benefits.    Upon  receipt  of  both  payments,  the  provider  then 
elects  to  accept  either  one  or  the  other  as  payment  in  full.    The  provider 
must  then  return  to  Medicaid  the  payment  that  it  does  not  elect  to  keep. 

—  In  Nebraska,  all  recovery  efforts  are  made  prior  to  payment  as  the  State 
has  no  right  of  subrogation  on  paid  claims. 

—  Pennsylvania  reported  that  its  problems  relate  to  the  policy  of  having  the 
caseworker  or  the  eligibility  technician  recognize  the  existence  of  a  third 
party  liability  situation. 

—  Idaho  files  claims  against  estates  of  deceased  recipients  of  medical 
assistance  only  if  such  assistance  was  procured  fraudulently. 

—  Maryland  relies  entirely  on  providers  to  identify  and  collect  from  insurance 
companies,  and  procedures  are  not  established  to  insure  that  the  providers 
make  collections  and  return  duplicate  payments  to  the  State.    There  are 

not  procedures  in  Maryland  to  identify  potential  third  party  liability 
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resources  on  claims  from  any  provider  other  than  for  inpatient  hospital 
services . 

It  is  apparent  that  States  use  different  methods  of  varying  effectiveness 
regarding  their  third  party  programs.    In  some  cases  little  or  no  effort 
is  made  to  identify  and  collect  from  liable  third  parties  such  as  estates. 
Through  the  recently  published  HEW  guidelines,  a  more  effective  approach  to 
third  party  liability  on  a  nationwide  basis  is  possible.    Only  through  a  concerted 
effort  with  all  the  States  working  with  HEW  can  Medicaid  costs  be  reduced  by 
increasing  the  number  of  liable  third  parties  paying  a  share  of  these  costs. 
It  should  be  kept  in  mind  that  an  effective  third  party  program  contains  a 
built-in  incentive  to  all  States.    This  the  case  because  part  of  the  money 
collected,  or  costs  avoided,  result  in  direct  savings  to  the  States.  Each 
State  should  encourage  the  establishment  of  a  comprehensive  and  cost-effective 
third  party  program. 
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THIRD  PARTY  LIABILITY  WORKSHOP 


CONFERENCE  SPEAKERS 


Professor  John  Anderson 
Department  of  Management  Science 
School  of  Management  Science 
University  of  Minnesota 
Minneapolis,  Minnesota  55431 
(612)  376-7374 


Mrs.  Mary  Srait 

Manager,  Third  Party  Liability 

Determination 
Medical  Services  Administration 
2500  Fairlane  Drive 
Mongomery,  Alabama  36111 
(205)  277-2710 


Mr.  Hugh  Gibbons 

Manager,  Legal  Department 

Maryland  Blue  Cross  Association 

53  Cider  Road 

Timonium,  Maryland  21093 

(301)  494-5030 


Mr.  Frank  Tragilia 

Chief,  Medical  Assistance  Recoveries 
Division  of  Medical  Compliance 

Administration 
301  West  Preston  Street 
Baltimore,  Maryland  21201 
(301)  383-2937 


Mr.  Louis  Hays 

Deputy  Director 

Office  of  Child  Support 

Enforcement 
330  C  Street  S.W.    Rm  5129 
Washington,  D.  C.  20201 
(202)  245-8717 


Ms .  Beth  Wahtera 

Assistant  Director 

Third  Party  Unit 

Minnesota  Department  of  Public 

Welfare 
Box  30170 

St.  Paul,  Minnesota  55175 
(612)  296-6964 


Mr.  Anthony  Riker 
Assistant  Counsel 
Health  Insurance  Association  of 

America 
332  South  Michigan  Avenue 
Chicago,  Illinois  60604 
(312)  939-0801 


Mr.  Russel  Ward 

Office  of  Support  Enforcement 

Mail  Stop  10-1 

Olympia,  Washington,  98504 

(206)  434-3300 


Mr.  Mike  Skutar 
Bureau  of  Medical  Assistance 
Department  of  Social  Services 
Lansing,  Michigan  48926 
(517)  253-2980 


Mr.  Alan  Zipp 

Supervisory  Auditor 

United  States  General  Accounting 

Office 
House  Annex  #1    Rm  715 
Congressional  Hotel 
Washington,  D.  C.  20515 
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THIRD  PARTY  LIABILITY  WORKSHOP 
WORKSHOP  PARTICIPANTS 


STATES 


Alabama 


California 


Arthur  H.  Miller 

Associate  Director  for  Management 
Systems 

Medical  Services  Administration 
2500  Fairlane  Drive 
Montgomery  Alabama  36130 

Mrs.  Mary  Strait 
Alabama  State  Agency 
3019  Hill  Hedge  Drive 
Montgomery,  Alabama  36111 

Alaska 

Cathy  Lloyd 

Depty  Commissioner 

Division  of  Public  Assistance 

Pouch  H-07 

Juneau,  Alaska  99811 

Larry  Sullivan 
Director 

Division  of  Public  Assistance 
Pouch  H-07 

Juneau,  Alaska  99811 

Arizona 

Gordon  Claypoole 
Administration  Services  Officer 
Medical  Assistance  Division 
411  N.  24th  Street 
Phoenix,  Arizona  85008 

Arkansas 

Allan  B.  Cooper 

Director  of  Medical  Services 

Arkansas  Social  Services 

Post  Office  Box  1437 

Little  Rock,  Arkansas  72203 


D.  Jerome  Hansen 
Chief,  Health  Recovery  Bureau 
Department  of  Benefit  Payments 
744  P  Street 

Sacramento,  California  95814 

Colorado 

Garry  A.  Toerber,  Ph.D. 
Acting  Director,  Division  of 

Medical  Assistance 
Colorado  Department  of  Social 

Services 
1575  Sherman  Street 
Denver,  Colorado  80203 

Connecticut 

Murton  B.  Bauer 
Director 

Connecticut  Department  of 

Social  Services 
110  Bartholomew  Avenue 
Hartford,  Connecticut  06115 

Mrs.  Carolyn  Perry 
Department  of  Social  Services 
110  Bartholomew  Avenue 
Hartford,  Connecticut  06115 

Delaware 

Mr.  Richard  J.  Cherrin 
Administrator 
Medical  Assistance  Unit 
P.  0.  Box  309 

Wilmington,  Delaware  19899 
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District  of  Columbia 

Ulysses  Banks 
Deputy  Administrator,  PAA 
Department  of  Human  Resources 
Washington,  D.  C.  20004 

Peter  B.  Coppola 

Chief  Medical  Assistance  Div. 

Dept.  of  Human  Resources 

District  of  Columbia  Gov. 
614  H  Street,  N.  W.  Rm  708 
Washington,  D.  C.  20001 

Florida 

Rafael  Copa 

Medical  Claims  Manager 

Dept.  of  Health  and  Rehabilitative 

Services 
P.  0.  Box  2050 
Jacksonville  Florida  32203 

Chester  G.  Senf 

Department  Attorney 

Dept.  of  Health  and  Rehabilitative 

Services 
P.  0.  Box  2050 

Jacksonville,  Florida  32203 

Hawaii 

Miss    Grace  Muraoka 
Medical  and  Benefit  Payment 

Supervisor 
Dept.  of  Social  Services  and 

Housing 
P.  0.  Box  339 
Honolulu,  Hawaii  96809 

Illinois 

Mrs.  Diana  Kanady 

Assistant  Manager  Review  and 

Organization 
Bureau  of  Medical  Administration 
931  East  Washington  Street 
Springfield,  Illinois  62762 


Fred  J.  Sapetti 
Acting  Chief 

Bureau  of  Medical  Payments 

931  East  Washington  Street.  1st  Floor 

Springfield,  Illinois  62762 

Ind  iana 

Mrs .  Nikki  Barnes 
Medicaid  Eligibility  Consultant 
702  State  Office  Building 
Indianapolis,  Indiana  46204 

George  N.  Nichols 
Assistant  Administration 
Indiana  State  Dept.  Public  Welfare 
702  State  Office  Building 
Indiana  Polls,  Indiana  46204 

Iowa 

Rondald  J.  Mahrenholz 

Manager,  Utilization  Review  Section 

Bureau  of  Medical  Services 

Department  of  Social  Services 

Lucas  State  Office  Building 

Des  Moines,  Iowa  50319 

Kansas 

Mr.  James  E.  Potter 

Title  XIX  (Medicaid)  Coordinator 

Medical  Services,  Department  of 

Social  and  Rehabilitations  Services 
State  Office  Building 
Topeka,  Kansas  66612 

Louisiana 

John  N.  Gum,  Jr. 

Administrator,  LHHRA 

Medical  Assistance  Unit  Division  of 

Family  Services 
P.  0.  Box  44065 
Baton  Rouge,  Louisiana  70804 
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Maine 

Raymond  Dow 

Medical  Services  Coordinator 
Division  of  Medical  Assistance 

Dept.  of  Human  Services 
State  House,  Augusta,  Maine  04330 

Chalmers  Hardenbergh 
Assistant  Attorney  General 
Department  of  Human  Services 
221  State  Street 
Augusta,  Maine  04333 

Maryland 

Jerome  Niport 

Director,  Medical  Assistance 

Compliance  Administration 
Department  of  Health  and  Mental  Hyg. 
201  W.  Preston  Street 
Baltimore,  Maryland  21201 

Frank  Traglia 

Chief,  Medical  Assistance  Recoveries 
Dept.  of  Health  and  Mental  Hygiene 
201  W.  Preston  Street 
Baltimore,  Maryland  21201 

Massachusetts 

Joseph  A.  Cappadona 
Chief  Supervisor  of  Specialized 
Services 

Massachusetts  Commission  for  the 

Blind,  Social  Rehabilitation  Dept. 
110  Tremont  Street 
Boston,  Massachusetts  02108 

Michigan 

Richard  Langleben 
Medicaid  Program  Specialist 
Michigan  Department  of  Social 
Services 

300  S.  Capitol  Avenue,  Suite  1201 
Lansing,  Michigan 


Mike  Skutar 

Bureau  of  Medical  Assistance 
Dept.  of  Social  Services 
300  South  Capitol  Avenue 
Lansing,  Michigan  48926 

Minnesota 

John  C.  Anderson 

Asst.  Professor  Management  Sciences 
University  of  Minnesota 
220  West  108th  Street 
Bloomingham,  Minnesota  55431 

Veronica  Gonda 

Senior  Medical  Claims  Analyst 

Benefit  Recovery  Unit 

690  No.  Robert 

St.  Paul,  Mn.  55101 

Beth  A.  Wahtera 
Assistant  Mgr. 
Benefit  Recovery  Unit 
690  N.  Robert 
St.  Paul,  Mn.  55101 

Mississippi 

Mrs.  Maurine  Blake 
Miss.  Medicaid  Commission 
c/o    Room  313,  Dale  Building 
Jackson,  Ms.  39216 

Frank  M.  Edwards 

Administrative  Asst.  Professional 

Services 
Mississippi  Medicaid  Commission 
P.  0.  Box  5160 
Jackson,  Ms.  39216 

W.  Bryan  Holliday 

Acting  Director,  Ms.  Medicaid 

Commission 
Room  313,  Dalex  Building 
Jackson,  Ms.  39216 
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Missouri 


Elizabeth  Stimson 
Executive,  Medical  Services 
Missouri  Division  of  Family  Services 
Broadway  State  Office  Building 
Jefferson  City,  Missouri  65101 

Francis  H.  Welch 

Senior  Counsel 

Div.  of  Family  Services 

Broadway  State  Office  Bldg. 

Jefferson  City,  Mo.  65101 

Montana 

John  Adkinson 

Social  and  Rehabilitation  Services 

P.O.  Box  1723 

Helena,  Montana  59601 

Bill  Ikard 

Social  and  Rehabilitation  Services 

P.O.  Box  1723 

Helena,  Montana  59601 

Lee  Tickell 

Social  and  Rehabilitation  Services 

P.O.  Box  1723 

Helena,  Montana  59601 

Nebraska 

Gene  L.  Eno 

Assistant  Chief,  Medical  Services  Div. 
Nebraska  State  Dept.  of  Public  Welfare 
1526  K  Street,  4th  floor 
Lincoln,  Nebraska  68508 

New  Jersey 

Murray  Goldberg 

Supervising  Medical  Review  Analyst 
Division  of  Medical  Assistance  and 

Health  Services 
324  East  State  Street 
Trenton,  New  Jersey 


Gerald  J.  Reilly 
Director 

Division  of  Medical  Assistance 
and  Health  Services 

324  East  State  Street 
Trenton,  New  Jersey  08625 

New  Mexico 

Lee  F.  Koester 
Management  Analyst 
P.O.  Box  25146 

Albuquerque,  New  Mexico  87125 

New  York 

Kalman  Mintz 
Director 

Eligibility  and  Client  Resources  Sec. 
Division  of  Medical  Assistance 
Department  of  Social  Services 
1450  Western  Avenue 
Albany,  New  York  12243 

Philip  J.  Natcharian 

Deputy  Director,  Office  of  Audit  & 

Quality  Control 
Dept.  of  Social  Services 
1450  Western  Avenue 
Albany,  New  York  12243 

North  Carolina 

Willie  M.  Brannan,  Jr. 

Chief,  Medicaid  Accounting  Section 

Fiscal  Management 

Division  of  Social  Services 

N.C.  Dept.  of  Human  Resources 

325  N.  Salisbury  Street 
Raleigh,  N.C.  27611 

William  P.  Johnston 
Chief,  Fiscal  Reimbursement 
Division  of  Social  Services 
325  N.  Salisbury  Street 
Raleigh,  N.C.  27611 
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North  Dakota 

Jon  Nelson 
Legal  Counsel 

c/o  Social  Service  Board  of 

North  Dakota 
State  Capitol  Bldg. 
Bismarck,  North  Dakota  58501 

Robert  E.  Streeter 
Administrative  Assistant 
Medical  Services 
Social  Service  Board 
State  Capitol  Bldg. 
Bismarck,  North  Dakota  58505 

Ohio 

Bill  Barnett 

Chief,  Data  Services 

Dept.  Public  Welfare 

38th  Floor,  State  Office  Tower 

30  East  Broad 

Columbus,  Ohio  43215 

Robert  S.  Shryock 
Section  Chief 

Data  Services.  Dept.  of  Public 

Welfare 
P.O.  Box  2667 
Columbus,  Ohio  43216 

Oklahoma 

Nita  Giles 

Consulting  Attorney,  Dept.  of 
Institutions,  Social  and 
Rehabilitative  Services 

P.O.  Box  25352 

Oklahoma  City,  Oklahoma  73125 

Howard  W.  Stansberry 

Medical  Services  Assistant  -  DISRS 

P.O.  Box  53430 

Oklahoma  City,  Oklahoma  73105 

Jack  Stewart 
Medical  Services 
DISRS 

Oklahoma  City,  Oklahoma  73125 


Pennsylvania 

Mrs.  Dorothy  Forney 
Executive  Research  Analyst 
Room  284  -  State  Senate 
Harrisburg,  Pennsylvania  17120 

Glenn  Johnson 

Director,  Bureau  of  Medical 
Assistance  Pennsylvania  Dept. 
of  Public  Welfare 

Room  523,  Health  and  Welfare  Bldg. 

Harrisburg,  Pennsylvania  17120 

South  Carolina 

Mr.  John  W.  Eastman 
Supervisor-Third  Party  Liability 
South  Carolina  Dept.  of  Social  Serv. 
P.O.  Box  1520 

Columbia,  South  Carolina  29202 

Mr.  Charles  K.  Goff 
Public  Information  Coordinator- 
Third  Party  Liability 
South  Carolina  Dept.  of  Social  Serv. 
P.O.  Box  1520 

Columbia,  South  Carolina  29202 
Mr.  Dan  Woodward 

Assistant  Director-Medicaid  Opera. 
S.C.  Dept.  of  Social  Services 
P.O.  Box  1520 

Columbia,  South  Carolina  29202 

South  Dakota 

Ervin  Schumacher 
Program  Administrator 
Medical  Services,  Division  of 

Social  Welfare 
State  Office  Building 
Illinois  Street 
Pierre,  South  Dakota  57501 

Stanley  W.  White 

Assistant  to  the  Director 

Medical  Services 

Division  of  Social  Welfare 

Illinois  Street 

Pierre,  South  Dakota  57501 
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Tennessee 

Ray  C.  Hall 

Assistant  Director 

Medicaid 

Ben  Allen  Road 

Nashville,  Tenn.  37216 

Charles  L.  Yoakum 

Supervisor  of  Fraud  and  Abuse; 

Med.  Div.  Tenn.  Dept.  of 

Public  Health 
Ben  Allen  Road 
Nashville,  Tenn.  37216 

Texas 

Abner  H.  Bryant 
Regulation  Specialist 
State  Dept.  Public  Welfare 
John  H.  Reagan  Building 
Austin,  Texas  78701 

Dr.  Philip  A.  Gates 

Deputy  Commissioner  for  Medical 

Adminis  tration 
John  H.  Reagan  Building 
Austin,  Texas  78701 

Vermont 

Mr.  Elmo  A.  Sassorossi 
Director  of  Medical  Care 
Dept.  of  Social  Welfare 
State  Office  Building 
Montpelier,  Vermont  05602 

Virginia 

Freeman  C.  Hays,  M.D. 

Medical  Director,  Va.  Medical 

Assistance  Program  Virginia 

State  Health  Department 
Madison  Building 
109  Governor  Street 
Richmond,  Virginia  23219 

William  F.  Philip 

Computer  Systems  Development  Manager 
Virginia  Medical  Assistance  Prog. 
Virginia  State  Health  Dept. 
109  Governor  Street 

Richmond,  Virginia  23219 


Washington 

Russell  H.  Ward 

Supervisor,  Third  Party  Medical 

Recovery 
Office  of  Support  Enforcement 
Dept.  Social  &  Health  Services 
P.O.  Box  1162    MS  47-1 
Olympia,  Washington  98504 

West  Virginia 

Helen  M.  Condry,  Director 
Division  of  Medical  Care 
West  Va.     Dept.  of  Welfare 
1900  Washington  St.,  East 
Charleston,  West  Virginia  25305 

D.  Jack  Tamplin,  Director 
Div.  of  Medical  Processing 
West  Virginia    Dept.  of  Welfare 
1900  Washington  St.,  East 
Charleston,  West  Virginia  25305 

Wisconsin 

Gerald  Buss 

Administrative  Assistant 

Div.  of  Family  Serv.,  Dept.  of 

Health  &  Social  Services 
1  West  Wilson  Street    Room  348 
Madison,  Wisconsin  53702 

Lorraine  M.  Cretney 
Planning  Specialist 
Div.     of  Family  Services 
1  West  Wilson  Street 
Madision,  Wisconsin  53702 

Mary  Julia  Denton 
Chief  -  State  Plans  &  Statutes 
Division  of  Family  Services 
Room  348 

1  West  Wilson  Street 
Madison  Wisconsin  53702 

Wyoming 

Joyce  L.  Noel 

Claims  Supervisor,  Medical 

Assistance  Services 
Div.  of  Health  &  Medical  Services 
Hathaway  Building 
Cheyenne,  WY  82002 
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SRS  REGIONAL  OFFICE 


Region  I 

Room  1309 
J.F.K.  Building 
Boston,  Ma.  02203 

Robert  Bavelock 

Medical  Services  Specialist 

HEW/ SRS /MSA 

Ms.  Marjorie  Hymans 
Medical  Services  Specialist 
HEW/  SRS  /MSA 

Region  II 

Federal  Building 
26  Federal  Plaza 
New  York,  N.Y.  10007 

Ted  DeSantis 

Medical  Services  Specialist 
HEW/ SRS /MSA 

Region  III 

P.O.  Box  7760, 
Philadelphia,  Pa.  19101 


Stacy  Johnson 

Medical  Services  Specialist 
HEW/ SRS /MSA 

Ronald  Niswander 

Medical  Services  Specialist 

HEW/ SRS /MSA 

Region  V 

300  S.  Wacker  Drive 
Chicago,  Illinois  60606 

Margaret  Childs 

Medical  Services  Specialist 

HEW/ SRS /MSA 

Ms.  Billie  Dillard 

Medical  Services  Specialist 

HEW/ SRS /MSA 

W.  John  Dye 

Associate  Regional  Commissioner 
HEW/ SRS /MSA 

Marilyn  Hrpka 

Medical  Services  Specialist 
HEW/ SRS /MSA 


Alvin  A.  Pearis 

Associate  Regional  Commissioner 

for  Medical  Services 
HEW/SRS/MSA 

Region  IV 

50  Seventh  Street 
Atlanta,  Georgia  30323 

Eugene  A.  Ctrasser,  Jr. 
Financial  Analyst 
HEW/SRS/OMS 

Mrs.  Jacquilyn  A.  Henderson 
Financial  Analyst 
HEW/ SRS /FM 


Marvin  Lephew 

Medical  Services  Specialist 
HEW/SRS/MSA 

Cosseta  Olive 

Medical  Services  Specialist 
HEW/SRS/MSA 

Lucille  Rinaldo 

Medical  Services  Specialist 

HEW/SRS/MSA 

Jerry  Spatz 

Medical  Services  Specialist 
HEW/SRS/MSA 
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Helene  Stoffey 

Medical  Services  Specialist 

HEW/SRS/MSA 


Jean  Hood win 

Medical  Services  Specialist 
HEW/SRS/MSA 


Vytus  Zalatorius 

Medical  Services  Specialist 

HEW/SRS/MSA 

Region  VI 

1200  Main  Tower  Building 
Dallas,  Texas  75202 

James  A.  Adams 

Associate  Regional  Commissioner 
DHEW/SRS/MSA 

Region  VII 

601  East  12th  Street 

Kansas  City,  Missouri  64106 

Gene  Hyde 

Assistant  Regional  Commissioner 
HEW/SRS /MSA 


Region  X 

Arcade  Building 
1319  Second  Avenue 
Seattle,  Washington  98101 

Charles  M.  Cruz 

Fraud  &  Abuse  Surveillance  Officer 
HEW/SRS/MSA 

Robert  E.  Jones 

Chief  Program  Representative 

HEW/SRS/MSA 

Gilbert  Purschwitz 

Supervisor,  Grant  Adminiatration 

Systems 
HEW/SRS /CM 


Don  McLaughlin 

Chief,  Medicaid  Systems  Branch 
HEW/SRS/MSA 


Region  VIII 


11037  Federal  Office  Building 
Denver,  Colorado  80202 

Marion  E.  Skinner 

Assistant  Regional  Commissioner 

HEW/SRS/MSA 


Region  IX 


Federal  Office  Building 
50  Fulton  Street 

San  Francisco,  California  94102 

Charlotte  A.  Harrington 
Program  Specialist 
HEW/SRS/MSA 
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MSA  CENTRAL 


Francis  H.  Bender 
Program  Analyst 

Division  of  Program  Monitoring 
Jacob  Buck 

Program  Validation  Specialist 
Division  of  Program  Monitoring 

Milt  Dezube 

Chief  Reimbursement  Branch 
Division  of  Policy  6c  Standards 

Michael  Hancher 
Program  Analyst 

Division  of  Program  Monitoring 

Thomas  Laughlin,  Jr. 
Associate  Commissioner,  Program 
Coordination 

Lawrence  Levinson 
Director 

Division  of  Program  Monitoring 


OFFICE 


Edward  L.  Palder 
Program  Analyst 

Division  of  Program  Monitoring 

Richard  G.  Pecorella 
Program  Analyst 

Division  of  Program  Monitoring 
Margaret  Schnoor 

Special  Assistant  to  the  Commissioner 

Henry  Spiegelblatt 
Director 

Divison  of  Policy  &  Standards 

M.  Keith  Weikel,  PhD. 
Commissioner 

Paul  Willging,  PH.D. 
Deputy  Commissioner,  PH.D. 
Medical  Services  Administration 
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OTHER  FEDERAL  AGENCIES 


Bob  Champa igne 

Supervisory  Auditor 

HEW  Audit  Agency 

John  F.  Kennedy  Federal  Bldg. 

Government  Center 

Boston,  Massachusetts  02203 

Vernon  Getlinger 

State  Relations  Specialist 

SSA/BHI 

300  S.  Wacker  Drive 
Chicago,  Illinois  60606 

Tom  Gould 

Supervisory  Auditor 
HEW  Audit  Agency 
Federal  Office  Building 
50  Fulton  Street 

San  Francisco,  California  98101 

Herbert  M.  Hainer,  Jr. 

Director  for  Champus  Policy  &  Liaison, 
Office  of  the  Assistant  Secretary 
for  Defense  (Health  Affairs) 

Room  3D200,  The  Pentagon 

Washington,  D.C.  20301 

Louis  B.  Hays 

Deputy  Director,  Office  of  Child 

Support  Enforcement 
330  C  Street,  S.W. 
Room  5129-S 

Washington,  D.C.  20201 


Dennis  Maloney 

Assistant  Regional  Office  Director 
HEW  Audit  Agency 

John  F.  Kennedy  Federal  Building 

Government  Center 

Boston,  Massachusetts  02203 

Mrs.  Marjorie  Mueler 
Health  Insurance  Studies 
HEW/SSA/ORS 

8801  Quiet  Street  Street  Stream  Ct. 
Potomac,  Maryland  20854 

Bob  Wanner 
Supervisory  Auditor 
HEW  Audit  Agency 
300  S.  Wacker  Drive 
Chicago,  Illinois  60606 

Alan  Zipp 

Supervisory  Auditor 

General  Accounting  Office 

Room  1125 

Dept.  of  HEW 

300  C  Street,  S.W. 

Washington,  D.C.  20201 
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OTHER  ORGANIZATIONS 


William  A.  Burkett 
Institutional  Planner 
Hof fman-LaRoche ,  Inc. 
Rocke  Park 

Nutley,  New  Jersey  07110 

Marvin  Campbell 

National  Association  Blue 

Shield  Plans 
211  E.  Chicago  Avenue 
Chicago,  Illinois  60611 

P.  J.  Casey 
Staff  Specialist 
American  Hosp.  Assoc. 
840  Lake  Shore  Drive 
Chicago,  Illinois 

Stephan  E.  Chertoff 

Assistant  Director  Gov.  Relations 

National  Association  of  Blue 

Shield  Plans 
1730  Pa.     N.  W. 
Suite  220 

Washington,  D.  C.  20006 

Michael  S.  Crow 

Systems  Analyst/Programmer 

Blue  Cross 

225  Van  Buren 

Topeka,  Kansas 

William  C.  Eglin,  Jr. 
Research  Analyst 

National  Assoc.  of  Blue  Shield  Plans 
1730  Penn.  Ave.,  N.  W.,  Suite  220 
Washington,  D.  C.  20006 

Hugh  Gibbons 

Blue  Cross  Association 

53  Cider  Road 

Timonium,  Maryland  21093 


Jerome  M.  Kelly 

Assistant  Director 

Health  Insurance  Association  of 

America 
332  S.  Michigan  Ave. 
Chicago,  111.  60604 

Gerald  Kennedy 

Manager  Other  Carrier  Liability 

Blue  Cross 
441  E.  Jefferson 
Detroit,  Mich.  48272 

Edward  Kramer 

Assistant  V.  P.  Operation 

Coordinator 
N.  J.  Blue  Cross 
33  Washington  Street 
Newark,  N.  J.  07102 

Walter  J.  Monco 
Dir.  of  Finance 
Chicago  Hospital  Council 
840  N.  Lake  Shore  Dr. 
Chicago,  111.  60611 

Ms.  June  Mustiful 
Government  Health  Program 

Research  Division 
Insurance  from  CNA 
55  E.  Jackson  (5W) 
Chicago,  Illinois  60685 

John  Olsen 

Manager  Medicare  Claims 
CNA/ Insurance 
CNA  Plaza 

Chicago,  111.  60685 

Mrs.  Juanita  Pilgrim 

Director  of  Finance 

Lincoln  Community  Health  Center 

1301  Fayetteville  Street 

P.  0.  Box  427 

Durham,  North  Carolina  27702 
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Anthony  Riker 

Health  Insurance  Association  of  America 
332  South  Michigan  Avenue 
Chicago,  Illinois  60604 

Shirley  Sandquist 
Health  Services  Research,  Inc. 
P.O.Box  637 

Fort  Jefferson,  N.Y.  11777 
Emmett  Sellers 

Director,  Program  Regulations 
Health  Application  Systems 
1100  Navaho  Drive 
Raleigh,  North  Carolina  27609 

Saul  Siegel 
Executive  Director 
Health  Services  Research,  Inc. 
P.O.  Box  637 

Fort  Jefferson,  N.Y.  11777 


A.  Connor  Starin 

Blue  Cross  Association 

1700  Pennsylvania  Avenue,  N.  W. 

Washington,  D.C,  20006 

I.  R.  Perkin 

National  Association  Blue  Shield 
Plans 

211  E.  Chicago  Avenue 
Chicago,  Illinois  60611 

Rufus  Williamson 
Vice  President 

Blue  Cross  and  Blue  Cross  of 

Tennessee 
801  Pine  Street 
Chattanoogo,  Tn  37402 
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